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ANNUAL GROSS INCOME IN INDIA

STRUCTURE OF THE REPORT

This report forms part of the report series that complements the Euromonitor International Countries and
Consumer Database. Each country profile is structured under the following sub-headings:

• Population

• Consumer segmentation

• Households

• Household segmentation

• Labour

• Income

• Consumer expenditures

• Food and non-alcoholic beverages

• Alcoholic beverages and tobacco

• Clothing and footwear

• Housing

• Household goods and services

• Transport

• Communications

• Leisure and recreation

• Education

• Hotels and catering

• Miscellaneous goods and services

The information in this report was gathered from a wide range of sources, starting with national statistics
offices. This information was cross-checked for consistency, probability and mathematical accuracy.

Secondly, we sought to fill in the gaps in the official national statistics by using private-sector surveys and
official pan-regional and global sources. Furthermore, Euromonitor International has carried out an extensive
amount of modelling in order to come up with interesting data sets to complement the national standards
available.

The wide range of sources used in the compilation of this report means that there are occasional discrepancies in
the data, which we were not able to reconcile in every instance. Even when the data is produced by the same
national statistical office on a specific parameter, like the total Population in a particular year, discrepancies can
occur depending on whether it was derived from a survey, a national census or a projection and whether the data
is based on mid-year or January figures.

For slow trends where it is interesting to look at a long period as well as projections, data is presented for 1995,
2000, 2005, 2007, 2010 and 2015. Fast-moving trends are illustrated with data sets relating to 1995, 2000, 2002,
2004 and 2006-2007.

CONSUMER TRENDS IN INDIA
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Rise in Employment

Since the mid-1980s, India has taken major steps to become a market-based economy. Direct tax rates have been
significantly reduced, pervasive government licensing of industrial activity has been eliminated, and restrictions
on investment by large companies have been eased. Furthermore, financial markets have been reformed, entry
barriers lowered, and equity markets transformed. The number of industries reserved for very small firms has
been significantly reduced, and foreign suppliers have been encouraged to enter the market through a
progressive lowering of tariffs to an average of 10% in 2007. In addition, the rules governing foreign direct
investment have been markedly eased, notably in the manufacturing sector.

According to the Organisation for Economic Cooperation and Development's (OECD) 2007 Economic Survey
of India, these reforms have put the Indian economy on a path of accelerated growth. In 2006, the average share
of imports and exports in GDP rose to 24%, up from 6% in 1985. Inflows of foreign direct investment increased
to 2% of GDP from less than 0.1% of GDP in 1990, with outflows of foreign direct investment picking up
substantially at the end of 2006. There has been a massive increase in both industrial and agricultural output. As
a result of the reform measures, the economy has been growing at an average rate of 8.8% in the last four fiscal
years (2003-2004 to 2006-2007), with the 2006-2007 growth rate of 9.6% notably the highest in the last 18
years.

The stupendous growth in the economy has led to massive job creation. In its 2007 Employment Outlook,
OECD reported that India has generated more than 11 million new jobs every year from 2000-2005, a number
higher than Brazil, Russia or China (the BRIC nations). India generated 11.3 million net new jobs per year on
average during this period, higher than China's 7 million, Brazil's 2.7 million and Russia's 0.7 million. By
contrast, the average was 3.7 million in the OECD area as a whole. The OECD report said India also had the
lowest percentage of jobless people among the BRIC nations. During 2005 the country's unemployment rate
stood at 6%, whereas China's unemployment rate was 8.3%, Russia's 7.9% and Brazil's 9.3%.

The World Bank used an income cut-off of Rs21.6 per day in urban areas and Rs14.3 per day in rural areas at
2005 prices to define poverty levels. During that year, based on these income levels, the World Bank estimated
that 42% of Indians had incomes placing them below the poverty line. As a result of recent job creation, poor
families' incomes have risen and about 9.6 million people emerged from poverty between 2002 and 2005,
according to World Bank estimates. Since the data reported by the World Bank has a time lag of three years, the
effect of increases in food and commodity prices, which have disproportionately affected the poor in the last
three years, is not known.

The major source of household income varies significantly across 'poor' and non-poor households. Unskilled
labourers constitute 62% of poor households while they constitute only 26% of the non-poor households. Those
earning salaries account for 21.7% of non-poor households whereas just about 4.4% of poor households earn
their living through salary or hourly wages. According to the PECD report, most job creation in India was in the
unorganised sector, thereby benefiting poor households that can now afford to send their children to schools,
spend on better healthcare, and live in better houses. Economic progress has given rise to a stronger Indian
middle class, which is the main driver behind most consumer trends. The middle class is spending like never
before on higher education, consumer electronics, travelling, and branded clothing, while the rich have become
even richer. In a 2008 listing on Forbes.com, four Indians were among the 10 wealthiest people in the world,
with an estimated combined total net worth of US$180 billion. India has emerged as the home of the fastest-
growing population of millionaires, which grew by a record 23,000 in 2007. According to the annual 2007
World Wealth Report released by Merrill Lynch and Capgemini, India saw its millionaire population surge in
2007 by 22.6%, the highest rate in the world. The growing population of super rich believe in the good life and
spend on expensive watches, jewellery, designer clothes, mansions and foreign travel.

Outlook

According to the OECD report, even though India created more jobs than the other BRIC nations, the
employment to population ratio was also lowest in India, the world's second most populous nation after China,
at 50.5% in 2005. By comparison, this ratio stood at 66%-71% in the other three countries. This shows that there
is still significant underemployment in India, especially among women. The rural sector is characterised by
excess labour and, despite significant rural-urban migration, 79% of labour is employed in rural areas of India.
The report estimates labour surplus in rural areas at about 130 million workers in India. The elasticity of
employment to economic growth is relatively low in India, with the result that India needs to grow rapidly in
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order to be able to absorb the relatively high number of young people who will enter the labour market over the
next few years.

Many global firms are planning to set up their manufacturing base in India which would provide enormous
employment opportunities for the unorganised sector. Growth in the domestic automobile, petroleum and
telecommunications industries is also expected to absorb the excess labour. India is quickly moving from a
manufacturing-based to service-based economy. The expansion of the IT, IT-enabled services, retail and
aviation sectors in India is expected to create a high number of service jobs in the future. The increase in
employment and income is projected to drive many more millions out of poverty and to boost India's ratings on
the human development index due to increased per capita spending on food, housing, education and medical
services. According to a McKinsey Report, the Indian middle class is expected to grow from 50 million in 2005
to 583 million in 2025. This increase is expected to boost consumer spending from about Rs17 trillion in 2005
to Rs70 trillion in 2025. American Express predicts that India's millionaire brigade will balloon by 12.8% a year
over the next three years and, according to consulting firm A.T. Kearney, the nouveau riche could spend US$30
billion on high-end goods by 2015.

Impact

The rise in employment and increase in national income has increased the disposable income of households in
India. As a result, consumer expenditures for basic necessities such as food and beverages have witnessed
modest growth compared to the triple-digit growth of discretionary spending from 1995-2007, such as that for
communications and leisure. The increase in the number of employed technology-savvy 20-year-olds has led to
increased spending on electronics, Internet and mobile phones. India is the world's fastest-growing mobile
phone market and has the fourth-highest number of Internet users in the world. With more than half of the
population under 25 and single, the processed foods, eating out, leisure and fitness sectors have witnessed high
consumer spending.

The rise in income of the rural population has increased demand for niche products at low price points, and
offers phenomenal and currently untapped potential. Firms such as HP, Nokia, GM and Tata Motors are starting
to invest considerably in new ventures to harness these 'bottom of the pyramid' markets. According to a 2008
survey by the National Council of Applied Economic Research (NCAER), ownership of (select) consumer
durable goods among non-poor Indian households is significantly higher than among poor households. At an all-
India level, 33% of non-poor households own colour television sets, 25% have telephones, 22% have
refrigerators, 19% own cellular phones, nearly 7% have cars and 2% own credit cards. In contrast, 8% of poor
households own colour television sets, 4% have telephones, 3% have refrigerators, 3% own cellular phones, and
barely 1% have either cars or credit cards. Thus, as poor households' income increases in the future, spending on
the above-mentioned consumer goods can be expected to increase too. Innovative products such Rs1 sachets of
shampoo and detergent, Tata's Nano, the Ginger Hotel chain and low-priced airline seats are indicators of ways
in which marketers have inexorably extended the markets for their goods and services to low-income groups.

The rise in affluence at the 'top of the pyramid' has increased demand for luxury customer segments such as
apparel, financial services, automobiles and cosmetics and toiletries. High-income families will account for 2%
of the population but 20% of consumption by 2025. High-income households are increasingly spending on
branded clothing and footwear such as Roberto Cavalli shirts, Dolce & Gabbana jeans, Valentino belts and
Stuart Weitzman sandals. Holidays of the rich usually include travelling to Paris, London or New York. High-
end luxury cars, such as Mercedes, Audi and BMW, are highly popular among the affluent class, registering
sales of 3,500 units in 2007, the fastest-growing segment in automobiles.

Economic Status of Women

The rise in Indian women's literacy and their increased representation in the labour force has led to their
growing economic independence. This has resulted in an increase in double-income families who have higher
disposable income. In the case of double-income-no-kids families, a greater proportion of disposable income is
spent on leisure and recreation, eating out and health and fitness. In case of double-income-with-kids families, a
greater proportion of disposable income is spent on children's education, educational toys, nutrition and books.

Although the number of employed females increased from 111,910 to 135,370 during the period 1995-2007, the
proportion of employed females witnessed a decline from 32.3% of the total population to 30.5%. This could be
explained by an increase in the number of non-economically active females such as infants. Female infant
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foeticide was highly prevalent in India, especially in the northern regions during the 1990s, which led to a
decrease in the gender ratio. However, due to increased awareness about and legislation against female
foeticide, the proportion of female children in the population has been increasing. The government made
enormous efforts to encourage parents to provide their female children with proper education and health
services. As a result, the contribution of women toward the GDP has increased.

The participation of women in the labour force has always been lower than that of men, in both rural and urban
areas, with the difference more pronounced in urban areas. In rural areas, women mainly work on farms,
carrying their young children with them. In urban areas, working women often have to leave their children in
day care crèches or, in cases of joint families, with in-laws. As the number of nuclear families increases in urban
areas, women find it difficult to handle careers alongside their responsibilities with regard to children. As a
result, women often tend to give up their careers after they have a child. However, this trend is changing as
workplaces offer increasingly flexible opportunities such as the provision of working from home.

According to 2001 census data, the number of women informally employed in rural areas doubled from 25.5
million in 1991 to 53.7 million in 2001. While rural men are migrating to urban areas and looking for jobs, rural
women are filling in as agricultural labourers. NGOs working in India's villages are trying to empower rural
women by giving them a livelihood using the skills they possess. One example is handicrafts, which got a boost
in the last five years. The manufacture of pickles and papads is also very popular within rural cooperatives.

In urban India, the high growth of the tertiary service sector has been good news for the female workforce. The
recent expansion of the service industry – call centres, travel agencies, airlines and hotels – has led to
burgeoning demand for women staff. According to Nasscom, the participation of women in the IT-BPO
workforce is seen as a critical enabling factor for continued growth of the industry. The current ratio of women
to men in the Business Process Outsourcing (BPO) industry is 69:31. For Source for Change, an all-women
BPO, the focus on women is a way of tapping dormant talent. Such organisations give opportunities to rural
women who are literate but unemployed due to a lack of opportunities and social reluctance. Women have made
huge strides in the field of finance, which has traditionally been viewed as all-male domain in India. In October
2008, two Indian women, HDFC's Renu Sud Karnad and ICICI Venture's Renuka Ramnath, were named on the
global list of top 25 non-banking women in finance, compiled by American magazine US Banker.

Outlook

Although the number of working women increased from 1995-2007, according to the 2007 Invest India Incomes
and Savings Survey, a large percentage of women workers (more than 35%) work on farms. Most of them earn
incomes at the bottom of the value chain – 45% of women workers earn less than Rs50,000 a year. Only 26% of
these women can take independent financial decisions about their incomes. While the urban woman is highly
empowered, the rural woman still lags behind in the assertion of her independence and rights. The government-
run Sarva Siksha Abhiyaan (SSA, or 'Education for All') has tremendously changed the nature of elementary
education in rural areas by providing free education to girls from single-child families. Other initiatives aimed at
higher education – such as the Maan Deshi Udyogini Business School, which runs 10-day business courses for
rural women without any formal education – could go a long way toward empowering women at the bottom of
the economic pyramid. The school offers 19 skill development courses such as computer training, bag making,
English language training and financial literacy instruction, which help women become more aware and
financially independent. Micro-finance organisations such as Working Women's Forum and many others have
played a major role in providing access to credit for poor women workers from the informal sector. As a result,
many rural women have been able to start their own ventures and become financially independent.

The story of rural women presents a contrast with that of urban women, who are becoming increasingly visible
and successful in the professional and public spheres. Women such as Barkha Dutt, who has become an idol for
several journalists, Arundhati Roy, a Booker Prize Winner and social activist, or Kiran Mazumdar Shaw, who
became the wealthiest Indian woman after the initial public offering of her company, Biocon, herald the arrival
of Indian women professionals. Businesswoman Indu Jain, head of Bennett Coleman, India's biggest media
house, is one of the two women billionaires in India. Simone Tata built one of the first indigenous cosmetic
brands, Lakme, now a unit of Hindustan Unilever. Anu Aga turned around an ailing company, the engineering
firm Thermax Group. Over the past six years, Sulajja Firodia Motwani, managing director of Kinetic Motor, led
collaborations between her company and firms in Korea, Italy and Taiwan, helping Kinetic Motors grow from a
niche moped maker to the manufacturer of a full range of two-wheelers and auto components. Another sector in
today's India that can boast of female leadership is technology. Since joining Microsoft India as its managing
director in 2005, Neelam Dhawan helped it grow by 35%. These successful business leaders serve as role
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models to many women. Many financial institutions provide educational loans at special rates for women
pursuing higher education, with the result that the number of women pursuing higher education has increased.
Many state governments also provide free higher education to women from economically disadvantaged classes
and provide scholarships to many others.

There is a progressive change in the prevailing social attitude toward women. Many companies have adopted
more women-friendly policies such as flexible work hours, extra-long maternity leaves and company vehicles
for use. As the number of working women in India continues to increase in the future, so will the disposable
income of their families, which will be reflected in consumption trends.

Impact

The increase in the number of Indian women in the labour force has led to an increase in the number of dual-
income households. In urban areas this translates into increased sales of appliances that save time spent on
household chores, such as washing machines, dishwashers and vacuum cleaners. Traditionally, washing and
cleaning work is done by servants in Indian homes. Maids work in many houses at a time and this is a major
source of employment for rural, uneducated females. An increase in the sale of these appliances may gradually
result in a decrease in employment opportunities for such servants. Working women also rely more on instant
meals to avoid spending time on cooking. Eating out has increased among dual-income households, which is
reflected in the enormous number of food joints cropping up in large cities and offering food of almost every
cuisine in the world. Dual-income households also have more discretionary income to spend on travelling,
luxury items and home improvement.

An Increase in the Use of Credit Cards

Traditionally, Indians have been debt-averse. Until a decade ago, people were reluctant to borrow money except
from family and friends or perhaps the local moneylender. Salaried employees were able to borrow up to 35% of
their annual salaries from their employers for personal needs. With the liberalisation of the financial sector,
India has witnessed a huge growth in the use of plastic money. Together debit and credit card transactions
increased by more than 42% to Rs704 billion during 2007-2008.

The country's credit card base, pegged at 27 million in 2007, is growing at an annual rate of 30%-35%. Credit
cards constitute one of the fastest-growing financial businesses in India. There are currently 25 million credit
cards in the country and ICICI Bank is the largest player with 8.5 million cards issued. Citibank, SBI-GE and
HDFC Bank are the other prominent players. The annual spending on credit cards, which currently stands at
Rs500 billion, is expected to grow by 50% annually over the next four or five years. The proportion of credit
card spending to total per capita expenditures by Indians is the lowest in the world, which suggests a huge
potential for further growth.

Middle-class Indians increasingly use plastic money when shopping for food and clothing at organised retail
outlets. The organised retail sector has been instrumental in the growth of credit cards, as retailers more and
more often readily accept this mode of payment. Most big stores and chains accept these cards, accounting for
only 3% of the market. The remaining 97% of unorganised retailers do not accept credit card-based transactions.
Thus, plastic money is a pure urban phenomenon.

As these card firms increasingly target Indians in their 20s and 30s with high disposable income, consumption
of goods in every category has increased. With income levels poised to improve further and favourable
demographic profiles ensuring that an even larger proportion of the population moves into the economically
active demographic by 2015, use of credit cards will continue to grow in upcoming years.

Outlook

Credit cards are easily available to consumers, even to 18-year-old working singles. Various surveys have found
that these young Indians are increasingly living off plastic money and often face a tough time repaying the loan.
The default rate on credit cards is the highest across different loan categories in the country. According to a
2007 report in The Economic Times, the default rate for credit cards increased from 7%-9 % in 2006 to 10%-12
% in 2007. In contrast, the default rate is 3%-4% for personal loans, 2% for auto and two-wheeler loans and less
than 1% for mortgage loans. This is largely due to the growth in spending and due to the increase in penetration
in smaller towns.
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While credit card usage has largely been an urban phenomenon, many banks are attempting to reach out to the
rural population. The State Bank of India is launching biometric smart cards in West Bengal. The amount of
money lent out to the customers will be twice the amount of savings and will be doubled each year. This micro-
finance initiative has already been introduced in select areas of Andhra Pradesh, Mizoram and Karnataka. The
Kisan credit card, which was launched in 1998-1999 by the government of India in conjunction with the
Reserve Bank of India (RBI) and National Bank for Agricultural and Rural Development (NABARD), is a huge
hit with Indian farmers. According to RBI, presently there are about 66.6 million Kisan credit cards, issued by
various banks, in use across India. In 2005-2006, 8 million Kisan credit cards were issued, while 2006-2007 saw
a slight decline to 7.8 million cards. The average number of Kisan credit cards issued during the past five years
has been 9 million per year.

Impact

Growth in credit cards has boosted the sales of organised retail. According to State Bank of India, usage of
credit cards at retail outlets has nearly doubled, from 30%-35% two years ago to 50%-60% today. In addition,
the transaction value of credit cards has dropped and usage has become more casual. According to ICICI Bank,
credit cards are typically used for purchases of more than Rs1,000. However, nowadays people have started to
use them for purchases as low as Rs500. The most frequent uses are for department store, fuel and restaurant
spending categories.

The increase in credit cards has given a huge fillip to e-commerce in India. High Internet penetration has further
aided the growth of e-commerce. Consumers find it extremely convenient to pay utility bills, book tickets and
shop online since making such transactions offline often means standing in long queues for hours.

Growth in rural credit cards would give a boost to the purchasing power of rural Indians. To expand the rural
market, many large corporations are foraying into this sector with innovative, low-cost products. The
importance of the rural market for some fast-moving consumer goods (FMCG) and durable marketers is
underlined by the fact that the rural market accounts for close to 70% of toilet soap users and 38% of all two-
wheelers purchased, according to NCAER data. The rural market accounts for half of the total market for TV
sets, fans, pressure cookers, bicycles, washing soap, blades, tea, salt and tooth powder. Product innovation for
these markets includes Rs1 sachets for soap, shampoo and detergent. Coke launched a 200 ml bottle for Rs5
resulting in the manifold penetration of soft drinks in rural India.

Demographic Dividend

Demographic dividend refers to a period, usually 20-30 years, when a greater proportion of people are working,
which cuts spending on dependents and simultaneously aids economic growth. Due to declining fertility and
infant mortality rates, India's proportion of the working-age population is more than the proportion of non-
working age Indians or dependents. A nation's 'dependency ratio' is the ratio of the dependent population to the
working-age population, which is close to 0.6% for India. It is expected by economists that there will be a sharp
decline in this ratio over the next 30 years, giving rise to the 'demographic dividend' for India. In 2007, close to
40% of the population was less than 20 years old. In five or 10 years, this group of youth will move into the
working-age category. Due to falling birth rates, in five to 15 years the proportion of the population under the
age of 20 will shrink, leading to a lowering of India's dependency ratio. India is entering the demographic
dividend phase at a time when China is exiting. However, India's ability to reap its demographic dividend would
depend on the quality of education it is able to provide these young people and the number of jobs it could
create to absorb the rising numbers in the working population. Greater access to primary and secondary
education is required to make sure that the larger working-age population conferred by the demographic
dividend is an educated lot. The manufacturing and services sectors need to create more job opportunities for the
larger labour force.

Outlook

The demographic profile of India reveals that over next 20-30 years, the population will be concentrated in a
younger age group. To cater to the needs of this profile, the National Knowledge Commission has recommended
increasing the number of universities to 1,500 in the next eight years. Increased private investment is thus an
imperative to expand infrastructure and provide greater access to quality higher education. The government has
allocated Rs850 billion for the expansion of higher education facilities in the country and establishment of the
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National Skill Development Corporation. Therefore, in 2007-2015, there will be increased per capita
expenditures for education.

With fewer children being born, more women in the future will be economically active, increasing double-
income families. Double-income families will not only have higher discretionary spending but will also have
increased household savings. A decline in the nation's dependency ratio is usually associated with a rise in the
average savings rate. India's savings rate as a percentage of GDP, which has been rising since 2003, now stands
at 33% – a rate comparable to the Asian super-performers, all of whom save at more than 30%, with China
saving at an astonishing near-40% rate. An increased saving rate of households would help Indians provide
better higher education prospects for their children and support during old age. Since 90% of the labour force is
not covered by a pension, higher household savings would mean that pensioners have more discretionary
income in the future. The population of India, as the rest of the world, is ageing. With a greater proportion of
pensioners in the future, per capita expenditures on healthcare and medical services are expected to increase.

Impact

The rise in the proportion of a young working population has had an enormous impact on consumer trends since
this age group has high discretionary income and is often adventurous about trying new products. Many 20-
year-old singles have high discretionary income since it is common for them to live with their parents. Young
working Indians are highly technology-savvy and love to splurge on entertainment, going out and eating.
Consumer electronic items such as digital cameras and iPods are popular buys among working youth. Mp3
players are very popular in this age group due to the huge popularity of Hindi film music across the country.
Traditionally consumption of alcohol has been much lower in India compared to European countries, due to
cultural and religious prohibition. However, alcohol consumption is rising among many urban women, who feel
no inhibition consuming alcohol in public. Domestic production of beverages, such as wine, has made alcoholic
drinks affordable for the price-conscious Indian consumer, who drinks more frequently now. As more people
find employment in the IT sector, Internet has become a popular pastime for youth. Social networking sites such
as Orkut and Facebook are highly popular and viral marketing is fast becoming a popular tool to advertise
products to youthful consumers.

Investment in Infrastructure

Infrastructure in India includes seven sectors – power, telecommunications, railways, roads, sea port and airport
industrial parks and urban infrastructure (water supply, sanitation and sewage projects). Recently, the
government accorded health and medical services the status of infrastructure. Traditionally, Indian infrastructure
has been the biggest impediment on the path of the country's growth, but it is gradually improving. Continued
investments and reforms in the power, airport, road and telecom sectors are crucial for achieving a stable growth
rate of 8% per year. To this end, the Indian government has taken several steps to open up the infrastructure
sector to foreign investment and has entered into many profitable public-private partnerships.

The influx of foreign direct investment (FDI) and considerable government interest in infrastructure has helped
generate employment in this sector and improve distribution of goods to importers, exporters and local traders.
Improvement in roadways and highways has led to rising expenditures on cars and holidays, etc. Connectivity in
the remote areas of the country has improved due to blazing growth in railways and low-cost airlines.
Population migration to urban areas in search of employment has increased. As a result the country continues its
move from an agrarian to a service-based economy. Growing urbanisation has also put enormous stress on the
infrastructure of large cities. A lack of housing has led to the rise of extended families, which is affecting sales
of household goods and durables. An increase in the population of large cities has led to the emergence of
second-tier cities as favoured destinations for many small businesses, franchises and multinationals.

Outlook

According to research by Credit Rating Services of India Ltd (Crisil), the eight infrastructure sectors – oil and
gas, power, roads, ports, airports, railways, urban infrastructure and telecom – are expected to draw more than
US$345.28 billion in investment in India over the 2007-2012 period. The report forecasts that during the
specified period, power will grow by 60%, roads by 100%, airports by 400% and railways by 250%. The growth
in infrastructure will create a surge in the growth of urbanisation through improved connectivity and a stable
utility supply. With rapid urbanisation in India, about 45% of India's population will be urban by 2050, up from
30% at present. Indian's cities will add 379 million people over the next 40 years, more than the entire US



Annual gross income India

 Euromonitor International Page 8

population currently. According to a new study, NCAER's 'The Next Urban Frontier: Twenty Cities To Watch',
the top 20 cities in India are projected to have their household income grow at 10% annually over the next eight
years, and they already account for 60% of the surplus income (income minus expenditure) generated at present.
Annual household income growth in these 20 cities averaged out to 11.2% in the last three years (2005-2008).
These cities will maintain double-digit growth (10.1%) until 2016, the current global economic slowdown
notwithstanding. In comparison, annual household income for the rest of India (outside of these 20 cities) will
grow at a much lower rate of 7.9% from 2008-2016. The consumption patterns of all goods will be mainly
driven by the urban population, although there would be many innovative products in the future which would
tap into the vastly untapped rural market.

Impact

By 2016, the share of middle-class households (defined as those having annual income of US$6,000-$30,000) in
the top 20 cities will move from the current (2007-2008) 39% to more than half (55%), and high-income
households (more than US$30,000) will triple in the same period (to 13%). More importantly, the share of low-
income households (below US$3,000) could halve to just 7% by 2016 compared to 16% today. Such a gigantic
shift in household demographics will have a huge impact on demand for everything from food and beverages
and consumer electronics to clothing and personal transport. According to the study, spending gets a 52% boost
as households move into the middle-class segment, with durable demand climbing to a whopping 84%.

Reforms in the power sector, driven by sales of domestic electrical appliances, have increased the reliability of
the power supply in many rural areas. The competition between railways and low-cost airlines to attract the
middle class has led to an increase in services provided to rail passengers and an incredible fall in airfares. As a
result, consumer spending on travel has increased. With an increase in the number of holidays taken by families,
the demand for hotels and catering has skyrocketed. In 2007, the average room rates in Mumbai and Bangalore
were on the top 10 list of the most expensive rates in the world. The rising room rates of metro cities have
increased the popularity of budget home-stays in smaller towns.

POPULATION

Population Changes

India's population of 1.1 billion, currently second-highest in the world, grew steadily from 1995-2007 with a
period growth rate of 22.5%. In 2015, the population is expected to reach 1.3 billion, just 100 million short of
China's population. However, the growth rate is expected to decrease to 11.4% during 2007-2015. The expected
reduction in the rate of growth is due to increased government investment in family planning and education to
promote smaller families. Population growth has long been a government concern, and India has a lengthy
history of explicit population policy.

In 1952, the Indian government was one of the first in the world to formulate a national family planning
programme which included mass advertising campaigns to promote the use of contraceptives. As a measure of
success of these mass education efforts, India's birth rate per thousand inhabitants fell from 30% to 23.8%
during the period 1995-2007. Although the growth rate was still higher than the average of CLIFE countries,
which fell from 18.3% to 14.5% over the same period, India's total fertility rate (TFR) fell by 0.8% during the
review period due to increased use of contraception and the practice of creating smaller families. The number of
children born per female is expected to decline from 2.8 to 2.4 from 2007-2015. To achieve population
stabilisation and the promotion of reproductive health, the National Population Policy has set a target of
achieving a national average total fertility rate (TFR) of 2.1 by the year 2010. The Indian government's 10th
Five Year Plan (2002-2007) outlines efforts in three broad areas: meeting the unmet need for contraception;
reducing infant and maternal mortality and enabling families to achieve their reproductive goals. The
government efforts are continuously and increasingly focused on supplying condoms and oral contraceptives
through the state's network of healthcare facilities and creating a social marketing programme in order to
promote their usage. According to World Health Organisation data, the Contraceptive Prevalence Rate (CPR) in
India is 48.35, and most women and men do not have access to a wide choice of contraceptives. Females use
contraceptive methods more often than males due to the lack of male involvement in family planning. There is
limited awareness about the lack of reversible methods and sterilisation is widely adopted.



Annual gross income India

 Euromonitor International Page 9

India's death rate fell to 8.5 deaths per 1,000 inhabitants in 2007, down from 9.6 in 1995, a 1.1% decline over
the review period due to the improvement in healthcare services. However, the rate was higher than the average
of CLIFE countries in 2007. The higher death rate is the result of a higher infant mortality rate in India.
According to the 2007 OECD Economic Survey of India, India bears the second-worst infant mortality rates
among Asian countries (with Pakistan as the worst), a figure three times higher than in China. The high infant
mortality can be attributed to a lack of quality healthcare facilities available in India, especially in rural regions,
with almost 40% of staff (both doctors and nurses) at publicly funded medical centres absent at any point in
time.

Overall India has one of the youngest populations in the world, with the proportion of under-29s projected to
reach 56% by 2015. India should benefit significantly from this 'demographic dividend' in part because it occurs
at a time when other large emerging markets (including China) are seeing their populations' age. This shift is
primarily due to falling mortality rates, as discussed earlier, and rising life expectancies. According to the
United Nations Development Programme Human Development Reports, life expectancy at birth increased from
61.6 years to 62.9 years between 1995 and 2005. Due to better healthcare services available for the aged, the
proportion of the population above the age of 60 increased from 6.6% in 1995 to 7.6% in 2007 and is expected
to continue increasing to reach 9.1% of the total population in 2015. As the birth rate decreases and life
expectancy increases, the population of India is ageing just as other countries of the world are. However, India's
median age of 24 years compared to the CLIFE countries' average of 30 years makes India a much younger
country.

Impact

The government's efforts to curb population have resulted in increased use of contraception in India. The sale of
emergency contraceptives without prescription was permitted in India in September 2005. Award-winning
media campaigns aimed at overcoming the traditional inhibitions about using birth control resulted in a 20%
growth per annum in the domestic oral contraception market, estimated at Rs1.2 billion in 2007. Emergency
contraceptives such as Cipla's i-pill have gained popularity in urban areas but sterilisation still continues to be
prevalent in rural areas.

Due to the lack of quality public healthcare services, recent years have seen increased private sector investment
in healthcare that operates on the 'Robin Hood principle'. Aravind Eye Care Hospitals, for example, charge
nominal fees for poor patients and market rate for the wealthy; this healthcare approach has seen rapid growth
and expansion in recent years. Demographic distribution highly skewed toward under-29s is a boon for
marketers of packaged food, telecommunication products and entertainment electronics. This group views
shopping as a form of entertainment and is brand-conscious. Consumers under age 29 spend a high proportion
of their discretionary income on designer clothes, shoes and luxury items such as perfumes, holidays and
alcohol, and the spending is expected to increase by 2015. This age group is a heavy user of mobile phones for
communications, fuelled by the one of the lowest pulse rates in world for mobile calls. Computer and mobile
gaming, music downloading and Internet surfing are increasingly becoming the rage among this age group.

The increase in lifespan has led to an increase in the proportion of people over the age of 60. As their numbers
grow, spending on healthcare and medical services increases.

Population by Gender

The proportion of females in India increased by 23.1% between 1995 and 2007 and constituted 48.3% of the
population in 2007. The corresponding increase in males was lower at 22%. Due to a decline in birth rates, the
rate of growth from 2007-2015 in the number of males and females is expected to reach 11% and 11.9%,
respectively. As a result, the difference in gender distribution is expected to gradually decrease.

Traditionally Indians have shown a preference for sons over daughters. There are many reasons for this, such as
that a son is viewed as a source of income and continuation of the family legacy whereas a daughter is viewed as
a 'burden' because a dowry must be paid at her wedding. This preference for a male child results in the practice
of selectively aborting female foetuses and is highly prevalent even among the educated and wealthy, since they
can afford to pay for ultrasound tests. Selective abortion, although illegal, is estimated to account for the loss of
as many as 500,000 baby girls each year. In rural areas, in the absence of sex detection clinics, couples continue
to have more children until they produce a boy. Thus, the preference for a male child and inhibitions about using
contraceptives constitute the two main reasons for the country's population explosion. The high fertility rate of
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Indian women is not only detrimental for maternal health, but has also hindered the economic contribution of
females, since most of their productive life is spent rearing and taking care of children. In 2007, a UN official
stated that India accounts for 20% of the world's maternal deaths, with a woman dying every five minutes. The
Indian government has taken steps to reduce maternal mortality and the numbers are declining but still remain
'alarming', according to UN reports. An expected increase in the proportion of females can be attributed to an
expected increase in female life expectancy due to the government's increased spending on health services
which can reduce the health risks inherent in childbirth. The government has taken many measures to reduce
selective abortion and restore the gender balance. Gender detection practices have been legally prohibited, and
extensive social awareness campaigns against female infanticide, such as 'Save a Girl Child', are being waged
and girls (from single-child families) are provided with free education up to the secondary level. As a result,
both the lifespan and economic contribution of women in India increased from 1997-2007.

Impact

The increasing number of Indians has fuelled the need for college and training institutes, which has led to a
large increase in private educational institutions for engineering, medicine and computers. As a result of
increase in demand, the cost of education, especially at the tertiary level, has increased. India has the world's
second-largest English-speaking population (after the United States). The easy availability of English-speaking,
computer-literate graduates has transformed India into a global hub of IT/ITES services. The growth in the
sector and corresponding salary increase for graduates has increased the amount of discretionary money in their
pockets. Men spend their discretionary income on computer and mobile games, leisure products such as watches
and designer sunglasses, male cosmetics, etc. Style and aesthetics play a big role in their purchase decisions as
Indian men turn increasingly 'metrosexual', unlike older generations that are more price- and quality-driven. The
emphasis on increasing the economic contribution of women by supporting their education and healthcare has
led to financial independence for a vast number of women in urban areas. These women spend their
discretionary income on consumer expendable items such as shampoos and toiletries. This is reflected in the
price wars between FMCG giants Unilever and P&G, which cut prices to gain maximum share of this segment.
Beauty products such as skin lightening creams are highly popular among this segment. Being conscious of the
harmful effects of chemicals in cosmetics, Indian women are increasingly turning toward herbal and Ayurvedic
cosmetics, which explains the success of brands such as Biotique and Himalaya. There is great demand for
Indian fabrics, such as hand-woven and hand-printed cotton. In a bid to encourage traditional weavers, chains
such as FabIndia, which market Western garments made of traditional fabrics and prints, are highly popular
among both males and females.

Population by Marital Status

Marriage in India is considered to be an important aspect of social life. Traditionally, dating and premarital sex
has been frowned upon and 95% of all marriages are still arranged – alliances that are almost always determined
by religion, caste and class considerations. The proportion of married people in the population increased
marginally from 45.5% in 1995 to 45.6% in 2007. As a result, the single population declined from 50.1% to
49.6% between 1995 and 2007. According to an AC Nielsen global survey, 87% of respondents surveyed in
India felt that marriage is meant for life, a figure much higher than the 72% for the Asia Pacific region or global
figures of 70%. Due to a cultural emphasis on the institution of marriage, estranged couples are counselled by
family members and often forced by societal pressures to compromise and stay together. With registration of
marriages not compulsory, many separated couples also do not officially divorce, except in middle- and upper-
income urban India, where there is a question of property settlement, alimony claims or parental rights.
Although traditionally divorces have been viewed unfavourably by Indian culture, as more women join the
workforce and gain economic independence, there is less tolerance of wife abuse or incompatibility and these
are often considered to be grounds for the increasing number of divorces. The percentage of the divorced
population increased from 0.3% in 1995 to 0.4% in 2007.

India's Parliament adopted the Child Marriage Restraint Act in 1978, setting 18 as the minimum age for women
to marry and 21 for men. However, the practice of child marriage (especially of girls) still persists in rural India,
and as a result the average age of first marriage in India remains much lower than the age in Western countries.
Government- and NGO-sponsored campaigns against these social practices resulted in the age of first marriage
marginally increasing from 24 to 24.7 for men and from 19.4 to 20.3 for women during the period 1995-2007.

Impact
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Singles and educated, career-oriented married women who now have less time to devote to daily cooking have
led to the increased popularity of packaged food. This trend is likely to continue since the single population is
expected to increase by 11% and so is the number of working women. Although packaged food has traditionally
been viewed as 'stale', its growing affordability and necessity is contributing to a new perception that 'packaged
food is hygienic and high in quality', boosting sales of branded packaged foods. Due to greater investment in the
power sector and the penetration of electricity in remote areas of the country, the sale of domestic electrical
appliances such as refrigerators and microwaves is increasing. This too has led to an increase in sales of frozen
and ready-to-eat foods. The population segment of young and urban married couples, or DINKS (Double
Income No Kids), craves luxury and is health-conscious as well as extremely technology-savvy. These couples
spend their discretionary income on branded apparel and footwear, wines and spirits, regular meals at
restaurants and regular use of gyms and spas. A sample survey of 1,500 couples by the Associated Chambers of
Commerce (Assocham) found that the average monthly expenditures of a DINKS couple on clothes, accessories
and electronic gadgets was close to Rs25,000-30,000.

In traditional Indian families, the mother puts a lot of attention on the family's diet. Singles, who live apart from
their families and must take care of their diets, are attracted toward products perceived as healthy. For instance,
growing health awareness has led consumers to switch to olive oil from traditionally used coconut or vegetable
oils, which are high in unsaturated fats. Although olive oil is still considered a luxury item due to its higher price
than that of traditional oils and remains a tiny niche product, demand will continue to increase among urban
consumers. The government has reduced Customs duties levied on all grades of olive oil to 7.5% from previous
rates of 45% on virgin olive oil, which has led to a decrease in prices. In 2007, India imported 2,300 tonnes of
olive oil. It is estimated that India will import 25,000 tonnes in 2010 and 42,000 tonnes in 2012, implying
compounded annual growth rate of approximately 80%.

Population by Education

Since independence in 1947, the government has invested heavily in education, setting up world-class
institutions for higher education such as the Indian Institutes of Technology (IIT) and Indian Institutes of
Management (IIM), whose alumni have found success in the Silicon Valley, and other global institutions whose
reputations have brought prestige to the Indian higher education system. The level of educational attainment
among the Indian population increased significantly during the period 1995-2007, and the increase is expected
to continue until 2015. The number of people with higher education qualifications jumped from 4,933,000 to
13,982,000 – a remarkable increase of 183.5%. During this period, literacy rates increased from 53.3% to
62.6%, rates still considerably lower than the CLIFE average of 92.5% in 2007.

The penetration of primary education remains a challenge with regard to the 19.5% of the population who have
had no education at all. In rural areas, children from poor families are often forced into child labour. To address
the needs of such families, the national midday meal scheme was initiated in 1995, covering 120 million
children in more than 900,000 primary schools across the country. The plan increased school enrolment by
providing the incentive of food for coming to school for children of poor families. The national literacy mission
(NLM), set up in 1988, sought to achieve 75% literacy by 2005, a target which has not been met, according to
the figures.

Female literacy is low in India compared to Western countries due to the traditional social attitude that accepts
the subjugation of women. In low-income families, often the male child is educated at the expense of the female.
According to Institute for Population Studies statistics, India has one of the highest percentages of illiterate
females in the world, a fact that is directly related to the figure documenting high maternal mortality.
Acknowledging this, the Indian government has made female education a priority through its universal primary
education programme, the Sarva Shiksha Abhiyan or 'Education for All' initiative, which places special
emphasis on female education and the achievement of gender parity. The societal attitude toward female
education and economic independence has become highly progressive, especially in urban India. It has become
more apparent during the review period that urban parents are treating their female child on par with their male
child. According to the 2001 population census of India, the gap in male-female literacy declined to 21.7% from
the 1991 census figure of 24.8%.

Impact

The increase in the number of people vying for admission to colleges and the rise in consumer spending on
higher education has led to an increase in demand for financial services such as student loans. Following the
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government's decision to allow 100% foreign direct investment (FDI) in higher education, many private
engineering, dental, business and computer education colleges cropped up all over the country to cater to the
demand of this rapidly growing population. The media coverage of high-profile jobs and salaries of business
school graduates have led to high competition among graduates vying to enter the top business schools. This in
turn has led to the emergence nationwide of a large number of private coaching centres for business school
competitive exams. The increase in Indians seeking higher education abroad has subsequently led to an increase
in GRE and GMAT training centres. The high competition among students has also meant that coaching centres
and tuition have become part of even secondary and higher secondary education. Sometimes these centres are so
heavily subscribed that they conduct their own admission tests to choose their students. The National Council
for Applied Economic Research's (NCAER) 2004 India Science Report reported 48.7 million total graduates in
the country. The rapidly growing IT industry laps up English-speaking, computer-literate graduates, which has
contributed to the success of computer training institutes such as NIIT and Aptech. This has contributed to the
sales of PCs, laptops and peripherals. However, computer penetration in India remains very low due to limited
broadband penetration. By the end of 2007, there were 55 million subscribers to wireless and mobile
connections while 2.3 million subscribed to broadband services. Currently, wireless and broadband are sectors
in which Indian consumers would prefer to have more and better-quality choices. The English-educated, IT-
literate population has led to high growth in book retail, both store and web-based. After the United States and
United Kingdom, India is the third-largest book market in the world, with a total size of US$2 billion. Books
worth about US$230 million are imported from the United States and United Kingdom annually, of which about
US$5 million worth come from online book vendor Amazon.com. Most Indian online bookstores have books in
different languages available. However, books in English dominate sales. According to trade data, only about
10% of total book sales are Hindi-language books.

Population by Rural/urban Areas

According to the United Nations' 2007 State of the World Population Report, the urbanisation of India is taking
place at a faster rate than in the rest of the world. By 2030, 40.8% of India's population will be living in urban
areas compared to about 28.4% now. The population in urban India saw rapid growth driven by birth and
migration during 1995-2007 which will continue until 2015. The percentage of urban households increased from
26.9% to 29.3% from 1995-2007, and is expected to reach 31.8% by 2015. The rate of growth from 2007-2015
is projected to be slower compared to 1995-2007 as urban areas are becoming increasingly dense and the
infrastructure is inadequate to support the growing urbanisation. Thus urban populations are expected to expand
beyond the major cities of Delhi and Mumbai to the second- and third-tier cities, satellite towns and new
economic centres such, as Pune, Gurgaon and Mysore. The decrease in the quality of infrastructure in major
cities and the economic growth of smaller cities – fuelled by special incentives provided to businesses for
investment in these cities – has led global institutions to set up their bases in these satellite locations.

This increased urbanisation of the population has corresponded with a decrease in the population of rural areas.
The definition of 'urban' in India differs from that of other countries; the government considers regions where at
least 75% of males are engaged in non-agricultural activities as urban areas. To put this into context, by this
standard the urbanisation of the United States would be 10% less than it is now. In addition, the truth about rural
India differs from the image conjured up of a tiny remote village engaged in agriculture. An average rural area
in India has a substantial population, more than half of which is engaged in occupations other than agriculture,
such as those in the service and industrial sectors.

Impact

The McKinsey Global Institute's research on the Indian consumer market predicts that rural India's consumption
in sectors such as health, education, transportation and communication will increase rapidly in the next 15 years.
As urban areas become increasingly competitive, rural areas will represent the next frontier. By 2015, the Indian
rural consumer market is expected to consist of a vast number of people, comparable to developed world
markets in number while relatively modest in means. Faced with this, marketers will be faced with two strategic
choices: offer products at world prices and wait for the population and income to grow to drive volume in this
price segment or sell at lower prices, facing high pressures on margins but exploiting a phenomenal volume.

Hindustan Unilever has identified rural markets for its direct sales programme. Brands such as Ayush (toiletries
and personal care) and Denim (men's grooming and fragrances) are among those on offer to the masses. ITC's e-
Choupal initiative has been hailed by the media as one of top 10 business ideas that changed India. The e-
Choupal model has been specifically designed to tackle the challenges posed by the unique features of Indian
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agriculture, characterised by fragmented farms, weak infrastructure and the involvement of numerous
intermediaries, among others. e-Choupal leverages IT to provide real-time information and customised
knowledge to enhance the ability of farmers to take decisions and align their farm output with market demand in
order to secure quality and productivity. The latest initiative in rural connectivity has come from Ogilvy &
Mather, a communications and media firm. Called Param, this project was originally conceived for marketing
communications but has evolved into a platform that can be shared by companies and government departments
to reach out to the villages. Meanwhile, finance sector companies, like ICICI, have ambitious plans for micro
credit in the rural sector.

Table 1 Population by Age and Gender: 1995/2000/2005/2007/2010/2015

'000s
1995 2000 2005 2007 2010 2015

0-4 years 123,825 124,187 123,799 123,716 123,470 121,831
5-9 years 113,238 120,698 121,458 121,434 121,514 121,584
10-14 years 104,136 112,206 119,761 120,716 120,684 120,864
15-19 years 94,409 103,240 111,342 114,825 119,011 120,049
20-24 years 83,809 93,222 102,061 105,371 110,313 118,117
25-29 years 74,425 82,492 91,773 95,423 100,716 109,124
30-34 years 66,421 73,128 80,954 84,558 90,204 99,267
35-39 years 58,675 65,156 71,610 74,507 79,355 88,654
40-44 years 51,168 57,359 63,606 66,076 69,981 77,757
45-49 years 38,444 49,664 55,648 58,028 61,821 68,228
50-54 years 32,362 36,797 47,587 50,424 53,487 59,664
55-59 years 28,295 30,291 34,540 38,477 44,889 50,732
60-64 years 22,737 25,569 27,518 28,596 31,624 41,398
65-69 years 16,802 19,489 22,136 22,896 24,072 27,957
70-74 years 11,250 13,342 15,695 16,698 18,083 19,922
75-79 years 6,651 7,952 9,618 10,367 11,551 13,555
80+ years 4,358 5,924 7,630 8,392 9,647 12,063
Female 447,022 490,878 533,449 550,269 575,214 615,523
Male 483,984 529,839 573,286 590,234 615,208 655,243

TOTAL 931,007 1,020,717 1,106,735 1,140,503 1,190,422 1,270,766
Source: National statistics, UN, Euromonitor International
Note: As of 1 January, 2008

Table 2 Population by Age and Gender (% analysis and % growth): 1995/2007/2015/1995-
2007/2007-2015

% of total population
1995 2007 2015 1995-2007 2007-2015

0-4 years 13.30 10.85 9.59 -0.09 -1.52
5-9 years 12.16 10.65 9.57 7.24 0.12
10-14 years 11.19 10.58 9.51 15.92 0.12
15-19 years 10.14 10.07 9.45 21.63 4.55
20-24 years 9.00 9.24 9.29 25.73 12.10
25-29 years 7.99 8.37 8.59 28.21 14.36
30-34 years 7.13 7.41 7.81 27.31 17.39
35-39 years 6.30 6.53 6.98 26.98 18.99
40-44 years 5.50 5.79 6.12 29.13 17.68
45-49 years 4.13 5.09 5.37 50.94 17.58
50-54 years 3.48 4.42 4.70 55.81 18.32
55-59 years 3.04 3.37 3.99 35.98 31.85
60-64 years 2.44 2.51 3.26 25.77 44.77
65-69 years 1.80 2.01 2.20 36.27 22.10
70-74 years 1.21 1.46 1.57 48.42 19.31
75-79 years 0.71 0.91 1.07 55.88 30.76
80+ years 0.47 0.74 0.95 92.56 43.75
Female 48.01 48.25 48.44 23.10 11.86
Male 51.99 51.75 51.56 21.95 11.01
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TOTAL 100.00 100.00 100.00 22.50 11.42
Source: National statistics, UN, Euromonitor International
Note: As of 1 January, 2008

Table 3 Median Age of Population: 1995/2000/2005/2007/2010/2015

Years
1995 2000 2005 2007 2010 2015

Median age of population 21.72 22.61 23.73 24.22 25.01 26.46
Median age: CLIFE 26.26 28.03 29.63 30.23 31.05 32.32

countries
Source: National statistics, UN, Euromonitor International

Table 4 Median Age of Population (actual growth): 1995-2007/2007-2015

Years
1995-2007 2007-2015

Median age of population 2.50 2.24
Median age: CLIFE countries 3.97 2.09
Source: National statistics, UN, Euromonitor International

Table 5 Population Changes: 1995/2000/2002/2004/2006-2007

'000s
1995 2000 2002 2004 2006 2007

Live births 27,938.68 27,586.63 27,456.20 27,329.12 27,194.56 27,119.41
Deaths 8,954.08 9,281.89 9,445.20 9,569.10 9,642.07 9,665.15
Net migration -685.58 -738.36 -773.01 -731.22 -668.40 -657.08

BALANCE 18,299.02 17,566.37 17,237.99 17,028.80 16,884.08 16,797.18
Source: National statistics, UN, Euromonitor International

Table 6 Population Changes (% growth): 1995-2007/2000-2007

% change
1995-2007 2000-2007

Live births -2.93 -1.69
Deaths 7.94 4.13
Net migration -4.16 -11.01
BALANCE -8.21 -4.38
Source: National statistics, UN, Euromonitor International
Note: As of 1 January, 2008

Table 7 Birth Rates: 1995/2000/2002/2004/2006-2007

Per '000 inhabitants
1995 2000 2002 2004 2006 2007

Birth rates 30.0 27.0 26.0 25.1 24.2 23.8
Average of CLIFE 18.3 16.6 15.9 15.7 15.5 14.5

countries
Source: National statistics, UN, Euromonitor International
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Table 8 Death Rates: 1995/2000/2002/2004/2006-2007

Per '000 inhabitants
1995 2000 2002 2004 2006 2007

Death rates 9.6 9.1 8.9 8.8 8.6 8.5
Average of CLIFE 8.6 8.2 8.2 8.1 8.2 8.1

countries
Source: National statistics, UN, Euromonitor International

Table 9 Birth Rates (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Birth rates -6.23 -3.25
Average of CLIFE countries -3.76 -2.13
Source: National statistics, UN, Euromonitor International

Table 10 Death Rates (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Death rates -1.14 -0.62
Average of CLIFE countries -0.53 -0.16
Source: National statistics, UN, Euromonitor International

Table 11 Fertility and Birth: 1995/2000/2002/2004/2006-2007

As stated
1995 2000 2002 2004 2006 2007

Fertility rates 3.66 3.28 3.14 3.02 2.89 2.84
(children born per

female)
Average age of women at 19.41 19.66 19.76 19.84 19.90 19.93
first childbirth (years)
Average age of women at 27.66 27.51 27.52 27.51 27.47 27.44
childbirth (years)
Source: National statistics, Euromonitor International

Table 12 Fertility and Birth (growth): 1995-2007/2000-2007

As stated
1995-2007 2000-2007

Fertility rates (percentage points) -0.83 -0.44
Average age of women at first childbirth (years) 0.52 0.27
Average age of women at childbirth (years) -0.22 -0.07
Source: National statistics, Euromonitor International

Table 13 Population by Marital Status: 1995/2000/2002/2004/2006-2007
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'000s / as stated
1995 2000 2002 2004 2006 2007

Married 423,196 464,828 480,999 496,813 512,488 520,328
Divorced 2,702 3,230 3,482 3,730 3,974 4,094
Widowed 38,722 43,414 45,394 47,348 49,282 50,230
Single 466,386 509,246 525,636 541,851 557,915 565,851

TOTAL 931,007 1,020,717 1,055,511 1,089,742 1,123,660 1,140,503

Average age of men at 22.77 22.99 23.20 23.31 23.41 23.47
first marriage (years)
Average age of women at 18.72 18.96 19.11 19.29 19.44 19.51
first marriage (years)
Average age of men at 24.01 24.25 24.39 24.50 24.63 24.67
marriage (years)
Average age of women at 19.40 19.68 19.87 20.05 20.22 20.28
marriage (years)
Source: National statistics, Euromonitor International

Table 14 Population by Marital Status (% analysis and % growth): 1995/2000/2007/1995-2007/2000-
2007

As stated
1995 2000 2007 1995-2007 2000-2007

Married (% of total 45.46 45.54 45.62 22.95 11.94
population / % change)
Divorced (% of total 0.29 0.32 0.36 51.50 26.76
population / % change)
Widowed (% of total 4.16 4.25 4.40 29.72 15.70
population / % change)
Single (% of total 50.09 49.89 49.61 21.33 11.12
population / % change)

TOTAL 100.00 100.00 100.00 22.50 11.74

Average age of men at - - - 0.70 2.08
first marriage (change

in years)
Average age of women at - - - 0.78 2.92
first marriage (change

in years)
Average age of men at - - - 0.66 1.74
marriage (change in

years)
Average age of women at - - - 0.88 3.03
marriage (change in

years)
Source: National statistics, Euromonitor International

Table 15 Population by Highest Educational Attainment: 1995/2000/2002/2004/2006-2007

1995 2000 2002 2004 2006 2007

No education ('000s) 199,957 209,172 212,564 216,203 219,952 221,979
Primary ('000s) 164,437 189,207 199,601 210,834 223,827 230,007
Secondary ('000s) 195,766 230,258 244,835 258,751 271,734 278,714
Higher ('000s) 29,647 34,989 37,286 39,862 42,547 43,937
Other ('000s) 341,200 357,091 361,225 364,091 365,599 365,866
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TOTAL ('000s) 931,007 1,020,717 1,055,511 1,089,742 1,123,660 1,140,503

Compulsory education 6 6 6 6 6
commencement age (years)
School leaving age 14 14 14 14 14

(years)
Higher education 4,933 9,404 10,577 11,853 13,378 13,982
students including
universities ('000s)
Source: National statistics, Euromonitor International

Table 16 Population by Highest Educational Attainment: 1995/2000/2007/1995-2007/2000-2007

1995 2000 2007 1995-2007 2000-2007

No education (% of the 21.5 20.5 19.5 11.01 6.12
population / % growth)
Primary (% of the 17.7 18.5 20.2 39.88 21.56
population / % growth)
Secondary (% of the 21.0 22.6 24.4 42.37 21.04
population / % growth)
Higher (% of the 3.2 3.4 3.9 48.20 25.57
population / % growth)
Other ('000s) 36.6 35.0 32.1 -12.5 -8.3

TOTAL (% of the 100.0 100.0 100.0 22.50 11.74
population / % growth)

Higher education - - - 183.46 48.68
students including

university-level (% of
the

population / % growth)
Source: National statistics, Euromonitor International

Table 17 Literacy Rates: 1995/2000/2002/2004/2006-2007

% of population aged 15+
1995 2000 2002 2004 2006 2007

Adult literacy rate 53.3 57.2 58.8 60.3 61.8 62.6
Average of CLIFE 86.1 90.5 91.2 91.7 92.2 92.5

countries
Source: National statistics, Euromonitor International

Table 18 Literacy Rates (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Adult literacy rate 9.33 5.43
Average of CLIFE countries 6.41 2.01
Source: National statistics, Euromonitor International

Table 19 Population by Urban and Rural Locations and Major Cities: 1995/2000/2002/2004/2006-
2007

'000s
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1995 2000 2002 2004 2006 2007

Rural households 121,616.45 135,066.44 140,301.71 144,829.19 148,931.41 150,951.53
Urban households 44,753.55 51,847.56 54,961.46 57,810.90 60,971.57 62,554.62
Major cities
– Mumbai 10,839 11,854 12,267 12,694 13,170 13,405
– Delhi 8,272 9,657 10,211 10,778 11,368 11,658
– Bangalore 3,723 4,236 4,449 4,659 4,888 5,004
– Kolkata 4,540 4,623 4,642 4,676 4,743 4,775
– Chennai 4,049 4,235 4,293 4,376 4,471 4,535
Source: National statistics, Euromonitor International

Table 20 Population by Urban and Rural Locations / Major Cities (% analysis, % growth):
1995/2000/2007/1995-2007/2000-2007

As stated
1995 2000 2007 1995-2007 2000-2007

Rural households (% of 73.10 72.26 70.70 24.12 11.76
households / % growth)
Urban housholds (% of 26.90 27.74 29.30 39.78 20.65
households / % growth)
Major cities
– Mumbai (% of 1.16 1.16 1.18 23.67 13.08

population /
% growth)
– Delhi (% of

population /
% growth) 0.89 0.95 1.02 40.94 20.73
– Bangalore (% of 0.40 0.42 0.44 34.40 18.11
population / % growth)
– Kolkata (% of 0.49 0.45 0.42 5.18 3.29
population / % growth)
– Chennai (% of 0.43 0.41 0.40 12.00 7.09

population/
% growth)
Source: National statistics, Euromonitor International

Table 21 Population Density: 1995/2000/2002/2004/2006-2007

People per sq km
1995 2000 2002 2004 2006 2007

Population density 313.1 343.3 355.0 366.5 377.9 383.6
Average of CLIFE 239.8 260.7 266.8 270.9 279.1 282.3

countries
Source: National statistics, Euromonitor International

Table 22 Population Density (% growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Population density (people per sq km) 70.46 40.29
Average of CLIFE countries 42.51 21.68
Source: National statistics, Euromonitor International
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CONSUMER SEGMENTATION

Babies and Infants

The proportion of babies (0-2 years of age) in the total population decreased at a rate of 1.2% from 1995-2007
and is expected to decrease at a higher rate of 2.3% from 2007-2015. This decrease in the number of babies is
due to the increased preference for smaller families and a reduction in unplanned pregnancies. Although India
does not have a strict one-child policy like China, government campaigns encourage families not to have more
than two children. The reduction in the number of babies in the population has led to a decline in the overall
growth rate in the country. With families' increased disposable income, parents can spend more on fewer
children and provide them with better-quality healthcare and educational opportunities.

The Infant Milk Substitutes Act was created to support breastfeeding and prohibits advertising and promotions
associated with infant milk substitutes, feeding bottles and infant foods. Baby food companies are not permitted
to sponsor medical seminars, use mother and baby pictures on their products or distribute nutritional
information. Under these circumstances, consumers remain faithful to products that have been traditionally
popular and it is difficult for other brands to wean them away. Pampers, the world's leading diaper brand,
surveyed 200 paediatricians in 12 metro areas of India, 93% of whom believed that uninterrupted sleep is the
next best thing to breastfeeding and a balanced diet for the development of infants. Since wet diapers disrupt
infants' sleep, mothers are increasingly switching from the cloth nappies traditionally used in India to disposable
diapers, which claim to wick moisture away from babies' skin unlike their cloth counterparts.

Impact

With an increase in discretionary income, parents are spending more on baby care products such as baby bath
and skincare, baby food and toiletries such as disposable diapers. Baby skincare and toiletries dominate baby
care sales in India, with the two product sectors together accounting for 92% of all baby care value sales in
2007. Germany-based Humana Milchunion, one of the largest baby food product and therapeutic multivitamin
manufacturers, plans to open more than 200 multivitamin and baby food stores within two or three years in
India. In the last 10 years, urban areas have accounted for 77.5% of baby food sales in India.
Chemists/pharmacies and independent small grocers remained the most important channels for sales of baby
care products in 2007, with the two channels together accounting for 79% of baby care value sales. The
penetration of baby care in rural areas is lower. Baby care is mostly purchased by high- and middle-income
consumers in urban areas. Rural consumers have lower incomes and thus many cannot afford such products,
while the brand awareness of baby care is also low in rural areas. As of 2007, therefore, only 15% of value sales
stemmed from rural areas.

Young Children

Traditionally in Indian culture, children are referred to as 'precious gifts from God' and abortion is not
encouraged. However, to curb the rate of population growth, termination of unwanted pregnancies has become
more socially acceptable over the years. This has contributed to the reduction in the proportion of young
children in the total population. Although the total number of young children (ages 2-9) increased by 4.7% from
1995-2007, their proportion in the total population declined and is expected to fall further by 2015. The change
in the number of young children from 2007-2015 is expected to hover around 0%. This decrease in the
proportion of young children can be attributed to fewer babies being born in each successive year, which has a
direct impact on the population of kids. The 0% increase by 2015 is a reflection of the fact that the number of
young children is expected to increase marginally from 2007-2010 and then to again fall back to 2007 levels by
2015. Traditionally, working Indian parents have used the larger extended family for care and supervision
instead of paid babysitters or day care centres. With the increase in urbanisation and rise of nuclear families,
parents are increasingly sending their young children to local day care centres and nurseries. Most Indian
parents choose the toys, clothes and shoes for their young children, who have no decision-making power.
Products such as mobile phones are not considered suitable for them. Many urban high-income families buy
video games for their kids. Most of the middle- and lower-income families cannot afford video games for their
children, who are encouraged to play indoor or outdoor games with other children and with plastic or rubber
toys.

Impact
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The Indian toys and games market is estimated at approximately Rs25 billion and has been handicapped by a
lack of significant national brands and the availability of quality retail stores. Given the high proportion of
young children as compared to Western countries and the expansion of retail, there exists an untapped potential
to grow toy retail space by providing a wide range of national and international brands and products under one
roof. Reliance Retail has entered into an exclusive pan-India franchise arrangement to bring branded toys to
India with UK-based Hamley's, the world's most famous toy retailer.

Malted drinks are popular among young Indian children, in both rural and urban areas and across all income
groups. India, the world's largest malt-based drink market, accounts for 22% of the world's retail volume sales,
as they are traditionally consumed as milk substitutes and marketed as a nutritious drink, mainly consumed by
the old, the young and those who are ill. Sales got a boost by improved retail and distribution in recent years,
combined with a large child and youth consumer base. GlaxoSmithKline accounts for 70% of malt-based hot
drinks and India contributes nearly 60% of the company's global sales of the product. Other major players
present include Cadbury Schweppes and Nestlé. However, with the decline in the share of young children, these
firms have attempted to expand their consumer base by targeted advertising to women.

Tweenagers

While the total number of tweenagers (ages 10-14) increased by 13.6% from 1995-2007, the proportion of
teenagers among the total population is decreasing and will continue to do so through 2015. Fewer babies being
born each year is the main reason behind the declining proportion of young children. As a result, the number of
tweenagers is expected to fall by 0.2% from 2007-2015.

Pocket money is a common source of income for Indian tweenagers, ranging from Rs50-100 in a middle-class
family to Rs300-500 within affluent families. Tweenagers are often given the independence to spend their
allowances on products such as candies, books and toys. Smoking and alcohol consumption is illegal for those
under age 18. Many tweenage Indian boys passionately follow cricket, which is in fact a national obsession that
unites all socio-economic strata. It is common to see young boys playing 'gully cricket' on the streets with
makeshift bats and stumps. Indian parents are generally quite happy to see their boys spending so much time on
cricket, since cricketers in India are highly paid and famous. Young Indian tweenage girls love to play with soft
toys and dolls. Barbie maker Mattel's Indian line of Barbie dolls is very popular, although the price points are
affordable only to high- and middle-income families. Girls from low-income families contend with unbranded
dolls sold in small retail stores. According to the Toys Association of India, 90% of the Rs25 billion toy market
is unorganised.

Impact

The media has raised the level of awareness of tweenagers, who are increasingly influencing family decision-
making in urban India. Breakfast cereals are increasingly being consumed by young urban children within rich
and middle-income families. Kellogg India has been the main driver of this trend, positioning its cornflakes as a
nutritious snack for children after school. The breakfast cereals market grew at a high rate of 13% in 2008 a
result of greater consumer reliance on healthy and convenient breakfast and snacking solutions and the greater
presence of modern retail formats such as supermarkets and hypermarkets stocking a range of breakfast cereals.
With a decrease in the proportion of young children, the retail volume and value growth rates are expected to
gradually slow over the forecast period of 2007-2015 for cereals. Other products popular among tweenagers are
glucose biscuits and malt-based drinks. Given the rage of cricket among young children and tweenagers, these
products are often endorsed by popular cricketers.

Teens

While the total number of teens (ages 15-19) increased by 20.6% from 1995-2007, their proportion within the
total population is decreasing and will continue to do so until 2015. Although the absolute number of teens will
increase by 2015, their proportion is expected to decline within the total population due to the low current birth
rate. The growth in the number of teens is expected to be much less at 3.4% from 2007-2015. Pocket money is a
common source of income for many teens in India, ranging from Rs300-500 for middle-class teens to Rs1,000-
3,000 within wealthy families. Many teens are spending their pocket money on music and mobile phones. Indian
teens who love to socialise are highly active on social networking sites such as Orkut. Parents restrict the
movement of teenage girls in India more severely than they do for boys. Due to high rate of crime against
women, parents fear for the safety of girls and do not usually allow them to travel alone. Due to their restricted
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movement, teenage girls tend to heavily use online networking sites to make new friends. In 2007, Orkut was
voted the MTV Youth Icon of the year. According to a survey conducted by JuxtConsult for India Online 2007,
social networking sites such as Orkut, Facebook and others consume 44% of Internet time for more than 11
million Indians. However, due to the sensational murder of a 16-year-old boy in 2007 by two of his Orkut
friends, there is an increased perception of online communities as being unsafe and parents are discouraging
their children from spending too much time on such sites.

Impact

Growth in the population of Indian teens has contributed to the rapid adoption of new technologies. Portable
consumer electronics must compete with a thriving illegal black market that imports goods without paying
Customs duties and thus sells goods far below market prices. Mp3 players showed higher volume growth than
in-home electronics or the after-market for in-car electronics in 2007. In both urban and rural India, the
popularity of Hindi film music among teens drives them to spend on CDs and audio cassettes from stores.
However, music piracy is rampant, with many websites offering free downloads of the latest Hindi movie songs.
As a result, audiovisual store outlet growth slowed down significantly in 2007 to 4%, compared with 7% in
2006. Audiovisual retailers, both independent and chained players such as Music World and Planet M, slowed
expansion of their operations in 2007.

With 150 million subscribers by January 2007, mobile phones have become the most widely accepted new-
generation device in India. With call rates as low as Rs1 per minute and handsets retailing at less than Rs900,
teens in urban areas can go mobile with their pocket money. While urban markets are saturated, it is expected
that demand in this sector will continue to grow in rural areas of India.

Students

The number of students in India has been continuously increasing, with those pursuing post-graduate education
increasing rapidly in recent years due to high competition among educated youth in the employment sector.
India annually enrols close to 350,000 engineering and 45,000 computer science students in addition to post-
grad aspirants in business management, law, media, commerce, arts and humanities. Due to the high salaries
earned by management graduates, an increasing number of students are opting for management courses at both
the Bachelors and post-graduate levels. In 2006 0.17 million students took the Common Admission Test for
business school admission while the numbers touched 0.21 million in 2007. Due to the rise in disposable
income, parents from upper- and middle-income groups can increasingly afford to send their children abroad for
higher studies. Indians have become the largest group of international students in the United States. In fiscal
year 2006-2007, 38,274 student visas were issued across the country, a 38% rise over the previous year. With
the number of students going abroad rising, an increase in demand has been seen for travel and student medical
insurance. There has also been increase in the number of portals dedicated to creating communities of foreign
students and to the use of social networking sites by these students who want to remain in touch with friends
back home.

Impact

Many students live away from home when they pursue higher education. In the absence of homemade food,
students rely mainly on take-away and convenience foods such as instant noodles. As a result, instant noodles
continued to dominate sales, accounting for almost 73% of retail value in the easy-to-cook food category in
2008. Pouch instant noodles led growth in noodles in India in 2008, with retail values growing by 24%. The
growth of pouch instant noodles has been driven mainly by the strong sales performance of Nestlé's Maggi
noodles.

Students are encouraged to take up various sports in universities. Sports labels often sponsor university-level
sports events to gain visibility among students. Sporting goods stores retained momentum, with value sales
increasing by 30% and outlets by 19% in 2007. Growth was led by outlet expansion by players such as Reebok
and Adidas. However this trend is limited to the urban regions. Sporting goods stores saw success, especially in
metro cities such as Delhi, Mumbai and Bangalore, as a result of better purchasing power and brand awareness
in these cities compared with smaller ones.

People in Their 20s
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The population of people in their 20s increased by 26.9% from 1995-2007 and is expected grow by 13.2%
between 2007 and 2015. The proportion of 20-year-olds within the total population has been continuously
increasing since 1995 and is expected to be the second largest (17.9%) constituent of the population by 2015. In
2007, the median age in India was 25 and by 2015 it will reach 26. An average Indian begins work at the age of
20 and retires at 60. Currently, 20-year-olds make up the largest proportion of total wage earners (ages 20-60)
and will continue to do so until 2015. India's economic growth, fuelled by expansion in IT services, has
increased the discretionary spending of 20-year-olds. The Business Process Outsourcing (BPO) sector absorbs a
high proportion of secondary and non-professional degree graduates. Many continue to live with their parents
and, therefore, have high disposable incomes. Much of their money is spent on eating out, shopping and other
living expenses.

Those comprising the 20-24 age group are significant for marketers of consumer goods in India because they
enjoy high disposable income, have busy careers and thus seek time-saving options and can purchase goods on
credit, overdraft and personal loans. This group is extremely technology-savvy and spends on the latest gizmos
to stay connected to the world. The high success of lifestyle goods consumption such as electronics and
computers can be attributed to people in their 20s. Demand for durables, such as motorcycles and cars, is
expected to double its current value in the next 10 years. This can be explained by the growth of IT sectors in
second- and third-tier cities, which makes city-based 20-year-olds travel to these satellites daily for work. The
increase in government spending on roads to connect major cities with these smaller ones has enabled urban
people in their 20s to work out of small towns by travelling in their own vehicles. Credit card companies have
introduced many programmes to attract this age group to encourage card spending. Credit card spending growth
has so far been spearheaded by urban 20-somethings who buy lifestyle and luxury goods on credit. Spending in
rural areas is still mainly cash-based, but this has started to change. Card companies are beginning to look at
second-tier towns and cities to expand the power of the financial card, but their success hinges on merchant
acceptance, which is the biggest challenge facing them to improve the card transaction spend in smaller towns
and cities. Indians in their 20s like to spend on personal care items. Given the dark skin tone of most Indians,
skin lightening creams are highly popular among both men and women in across the country.

Impact

The population aged 29 and younger is a key target group for cosmetics and toiletries. Hair conditioners, styling
gels, facial makeup and in particular fairness creams have witnessed high growth. Brands with a strong and
upmarket global profile tended to gain share, such as L'Oréal's Elvive in haircare. A major marketing success
story was offered by Emami Fair & Handsome, which gained 3% value share in men's grooming products by
2007 despite its market entrance in only 2005. A Kurt Salmon Associates (KSA) Technopak study reported that
the Rs5,000 crore denim market is rising faster than the formal wear segment, at 17% year-on-year versus 12%.
With more international brands like Guess and Diesel making inroads into casual wear, growth could touch 20%
next year. This is mainly driven by Indians in their 20s who prefer casual clothes. Bikes, particularly Yamaha,
have become a craze for the young motorcycle enthusiast. Yamaha grew at the tremendous pace of 34% in
2007, beating motorcycle industry growth figures of 21.8% during the same period. PC sales in India jumped
20% since 2006 to stand at 6.5 million in 2007. Notebook PC sales surged to 1.8 million, up from 980,000, as
prices that fell below 20,000 rupees (US$500) made laptops the favoured choice of young first-time buyers.
Falling prices are a major catalyst for soaring notebook/laptop sales, which are expected to grow further to
corner 40% of overall PC sales in India by 2010. According to Sachin Rai, product head of digital still cameras
for Sony India, affluent young adults are fuelling the growth of digital cameras in a market estimated at 1
million units in 2008. Sony has a more than 30% share of the organised market.

People in Their 30s

Indians in their 30s will constitute the third-largest (14.8%) proportion of the population in 2015. This
proportion increased steadily, by 27.1%, from 1995-2007 and is expected to grow at 18.1% by 2015. In urban
areas, people in their 30s usually consist of recently married couples (early 30s) and couples with one child (late
30s). In rural India, people tend to marry at a relatively younger age and thus the population would mainly
consist of couples with two or more children. Parents usually advise a son to get married only when he has
found a stable source of income with which to support a new family. In cases of single-income families, the
disposable income of such families would be less as compared to people in their 20s since the entire household
(two or three people) would be supported on a single income. People in their 30s usually spend their disposable
income on family activities such as travelling to beaches or theme parks and eating out in restaurants. In a sign
of changing times and priorities, the majority of Indian youths feel that their 30s constitute the right age to get
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married and start a family. In an international survey by AC Nielsen, 79% of Indians said their 30s was the right
time to get married, higher than the global figure of 77%. Indian families consider a man with a house and car as
well-settled in life and such a man would have better prospects at marriage than a man without these material
attainments. Many 30-year-old singles spend their discretionary income on housing and a car.

Impact

With an increasing number of Indians in their 30s purchasing their own houses, a report by Housing
Development Finance Corporation Limited (HDFC) estimated that there was a need for 40 million housing units
in India in 2007. With the private sector very actively developing housing stock, this area will continue to see
significant levels of activity in the future. Thirty-year-old married couples are increasing their spending on
personal vehicles as public transport systems fail to live up to expectations. As a result consumer spending on
cars, motorcycles and other vehicles increased by 213.7% from 1995-2007. Double-income 30-something
couples increasingly spend on domestic electronic and electrical appliances that help them save time on
household chores. In 2007, 66% of Indian households owned a small audio product, while 56% owned a TV.
These are the only consumer electronics products that are currently owned by more than half of India's
households. Currently, 39% of households own a hi-fi system, a figure expected to increase as the prices of
consumer electronics fall. The DVD player is another product likely to see a huge rise in its household
penetration level. These will be present in 54% of households by 2012, overtaking hi-fi systems as households'
priority purchases. Household penetration of computers (both laptops and desktops) also increased by 2,243%
from 1995-2007.

Middle-aged Adults

Middle-aged adults (ages 45-55) currently form the largest proportion of the Indian population (21.2%), a share
expected to increase to 23.4% by 2015. Middle-aged adults were the fastest-growing population (39.7%) during
the review period of 1995-2007, and high growth (23.3%) is expected to continue until 2015. Middle-aged
adults in India usually live with their spouses and teenage children. Middle-aged urban adults in India are often
stressed about their own careers, their children's careers, marriage and personal health. Health-related products,
children's education, automobiles, retirement planning, insurance products and vacations form the bulk of their
discretionary expenses. However, having been born in an age of constrained resources, this segment is
somewhat cautious about 'hedonistic' spending. Many middle-aged adults use mobile phones for their functional
use but spend less on value-added services than younger age groups. Similarly, they are less keen to use credits
cards and owe large debts given their family responsibilities.

Impact

According to a survey on 'prevalence of fatigue' carried out by GlaxoSmithKline Consumer Healthcare, career,
financial and family problems are significantly associated with fatigue among Indians. An increase in awareness
about the ill effects of stress has made middle-aged Indians spend more on nutritional supplements to increase
their vitality in order to deal with fatigue. The nutritional market in India continued to grow from 1995-2007,
exceeding Rs30 billion in 2008. One brand, Becosule (which is vitamin B complex plus C), currently ranks
eighth in the pharmaceutical industry), netting revenue of Rs0.8 billion. Vitamins also constitute the second-
largest therapeutic segment in the pharmaceutical industry, after antibiotics. Rising education regarding nutrition
and its properties resulted in rising demand for products claiming to treat specific problems, provide energy or
increase mental capacity. This trend benefited products such as ginseng, garlic and multivitamins.

Middle-aged adults in rural areas prefer consumption of traditional herbal healthcare products as they tend to be
cheaper than modern products or can even be made in the home. Herbal products are becoming very popular in
urban areas too. Middle-aged adults spend on visiting friends and family, which is the most common reason for
a social journey, accounting for close to 50% of the social travellers in urban India. Middle- and low-income
families that traditionally travelled in trains are increasingly switching to low-cost airlines, as a result of which
the airline sector witnessed growth of 356.8% from 1995-2007.

Pensioners

Pensioners currently form 5.1% of the Indian population and their proportion will increase marginally to 5.8%
by 2015. This age group saw 49.4% growth from 1995-2007 and is projected to grow by 26% in 2015. The
population of India is increasing and, as in other countries, ageing. By 2015, the number of Indians over age 60
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is expected to be 116 million, more than 9% of the population. In India, many self-employed people and those in
the informal sector continue to work well into their 70s, unless ill health overtakes them. Doctors, lawyers, shop
owners and farmers continue to work until bedridden. In the government, 60 is the retirement age for
bureaucrats and academic staff. However, it is common to find bureaucrats requesting multiple extensions after
60 years. In the private sector, the retirement age is 58-60 years. In traditional Indian society, aged parents
continue to live with their son's family. Although this pattern still continues in rural India, the pattern in urban
areas is gradually changing. Due to the rise in nuclear families, many pensioners are being forced to move into
old-age homes, although those with better income and savings are able to live independently. Due to growing
awareness among employed people about retirement planning, pensioners are increasingly enjoying higher
disposable incomes in their old age, which is usually spent on travelling, social clubs and medical services.
Currently, 90% of the population is not covered by a pension scheme. Pensions have so far been the mainstay of
government jobs and very few private-sector jobs. The monopoly of the Life Insurance Corporation of India
over insurance and pensions ended with the establishment of the first private-sector pension fund in October
2003. Under recent pension fund reforms, six private-sector funds have been allowed to launch new schemes for
government employees since October 2003. A significant aspect of these pension funds is that they are allowed
to invest outside the country to enable the pensioners to obtain the best possible returns. With better returns on
their pension funds, pensioners can enjoy spending their income to enhance the comfort of their old age.

Impact

Due to increased health consciousness, pensioners are spending more on fitness and medication. Colgate, in
conjunction with the Indian Dental Association, has been promoting awareness about oral healthcare practices
through the media and free dental checkups. Since oral health is a problem common to all pensioners, increasing
awareness is driving demand of oral care products. In India, the oral care market offers huge potential as
penetration and per capita consumption of oral care products is very low. Consumer groups such as pensioners
spend on gels, mouthwash and teeth whitening products in addition to toothpaste. In rural areas, consumers are
switching from toothpowders to toothpaste. A key industry trend is the move toward natural products
comprising herbs, vitamins and minerals.

Table 23 Babies and Infants: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

Babies / infants 75,719 74,499 74,844 74,817 74,445 73,089
As % of total population 8.13 7.30 6.76 6.56 6.25 5.75
Source: National statistics, Euromonitor International

Table 24 Babies and Infants (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015

Babies / infants -1.19 -2.31
Source: National statistics, Euromonitor International

Table 25 Young Children: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

Young children 139,442 146,831 146,172 146,056 146,310 146,057
As % of total population 14.98 14.39 13.21 12.81 12.29 11.49
Source: National statistics, Euromonitor International

Table 26 Young Children (% growth): 1995-2007/2007-2015



Annual gross income India

 Euromonitor International Page 25

% change
1995-2007 2007-2015

Young children 4.74 0.00
Source: National statistics, Euromonitor International

Table 27 Tweenagers: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

Tweenagers 85,496 91,956 96,757 97,092 96,688 96,868
As % of total population 9.18 9.01 8.74 8.51 8.12 7.62
Source: National statistics, Euromonitor International

Table 28 Tweenagers (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015

Tweenagers 13.56 -0.23
Source: National statistics, Euromonitor International

Table 29 Teens: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

Teens 134,951 147,046 158,588 162,724 167,235 168,314
As % of total population 14.50 14.41 14.33 14.27 14.05 13.25
Source: National statistics, Euromonitor International

Table 30 Teens (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015

Teens 20.58 3.43
Source: National statistics, Euromonitor International

Table 31 People in Their 20s: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

People in their 20s 158,234 175,714 193,834 200,794 211,029 227,241
As % of total population 17.00 17.21 17.51 17.61 17.73 17.88
Source: National statistics, Euromonitor International

Table 32 People in Their 20s (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015
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People in their 20s 26.90 13.17
Source: National statistics, Euromonitor International

Table 33 People in Their 30s: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

People in their 30s 125,096 138,284 152,564 159,065 169,559 187,920
As % of total population 13.44 13.55 13.79 13.95 14.24 14.79
Source: National statistics, Euromonitor International

Table 34 People in Their 30s (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015

People in their 30s 27.15 18.14
Source: National statistics, Euromonitor International

Table 35 Middle-aged Adults: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

Middle-aged adults 173,007 199,681 228,899 241,601 261,801 297,779
As % of total population 18.58 19.56 20.68 21.18 21.99 23.43
Source: National statistics, Euromonitor International

Table 36 Middle-aged Adults (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015

Middle-aged adults 39.65 23.25
Source: National statistics, Euromonitor International

Table 37 Older Population: 1995/2000/2005/2007/2010/2015

'000s / as stated
1995 2000 2005 2007 2010 2015

Older population 39,061 46,707 55,078 58,353 63,354 73,497
As % of total population 4.20 4.58 4.98 5.12 5.32 5.78
Source: National statistics, Euromonitor International

Table 38 Older Population (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015

Older population 49.39 25.95
Source: National statistics, Euromonitor International
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HOUSEHOLDS

Household by the Number of Occupants

Single-person households have witnessed the fastest growth at 121.8% from 1995-2007. Although such
households currently constitute the smallest proportion (4.6%) of total households, with the high growth rate the
proportion of single-person families is bound to increase in the future. Two- to four-person households
constitute 38.8% of the total number of households. The growth of households with five or more people has, at
21%, been below the average growth in households at 28.3%. Currently, they constitute the largest proportion,
with close to 50% of total households. However, alongside the decline in the fertility rate and increase in nuclear
families, the proportion of such households is bound to decrease in the future. The average number of occupants
per household saw a marginal drop from 5.6 people in 1995 to 5.3 in 2007, a rate which remains higher than the
CLIFE countries' average of 3.5 people. Traditionally, living in large joint families was a common phenomenon
in both urban and rural areas. But the drop in household size does indicate a slow shift toward smaller and more
compact households. The decrease in marriage rates and increase in divorce rates have also contributed to the
growth in single-person households. The overall trend toward smaller households is a direct result of
concentrated efforts by the government to reduce the fertility rate of the country. As women become more
career-oriented in India, the average age of marriage and childbirth has increased, leading to growth in both
single- and two-person households. Accurate data on the number of babies born outside marriage is unavailable
since very few women report unwed motherhood. The general attitude toward cohabitation and unwed
motherhood remains highly conservative and morally unacceptable. Traditionally, sons live in a joint family
with their parents even after they get married. This trend is decreasing, especially in urban areas where nuclear
families are on the rise. An increase in single- and two-person families indicates that more adults are living in
houses separate from their parents instead of joining the traditional joint family system prevalent in India.

Impact

With an increase in the number of people moving across cities for jobs, the demand for property has increased.
The National Housing Board estimated that there is a shortage of 31 million houses, specifically in rural India.
The price of houses in top metropolitan cities is currently increasing at 30%-40% per year and, as a result,
consumer spending on housing has increased. The housing boom has led to an increase in demand for auxiliary
items such as home furnishings, domestic appliances and consumer electronics. According to a report by Frost
and Sullivan India, electronics manufacturing services in India will grow from US$900 million in 2005 to
US$2.5 billion by 2010, at an annual growth rate of about 30%. As a result of increased consumption by the
upper and middle classes, products such as automatic washing machines, refrigerators, microwaves and electric
fans are expected to post strong growth in the future.

Household Annual Disposable Income

In 1995, 41.7% households had disposable income of US$1,000-US$1,750. In 2007, 31.3% of households
(31.3%) had disposable income of US$2,500-US$5,000. This shift of the majority of households into a higher
disposable income bracket is a direct consequence of the economic prosperity of the country due to
liberalisation of the economy and the creation of a large number of high-income jobs during the review period.
The largest increase in disposable income (400.4%) during 1995-2007was recorded in the income bracket above
US$5,000. The growth in disposable income is a result of an increase in the average earnings of the population.
According to the Prime Minister's Economic Advisory, per capita income is expected to increase by 25.6% over
US$1,021 in 2007-2008. According to an economic survey of India, annual growth in GDP per capita
accelerated from just 1.25% in the three decades after independence to 7.5% currently. The rate of growth
resulted in doubling of average national income in a decade. The domestic output growth is currently estimated
at 8.5% annually, which has made India the third-largest economy in the world. Increased economic growth has
helped reduce poverty, which has begun to fall in absolute terms. Creation of jobs has led to a general decline in
unemployment and an increase in the prosperity of the population. The tax revenue in India is low compared to
a number of developing countries such as China, Brazil and Russia due to the absence of a system of social
transfers (for healthcare, pensions and unemployment) covering the whole population. Savings and capital
investments are often subjected to favourable tax exemptions. Women and senior citizens are allowed a higher
tax exemption limit. A small tax break is extended to farmers as well on their agricultural income. In April
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2007, monetary authorities announced that monetary policy will aim at achieving an inflation rate of 4%-4.5%
per year over the medium term. However due to current global price increases in commodities, inflation in India
had already touched 11% in July 2008, its highest rate in 13 years. Rising inflation has increased the cost of
living of Indian consumers.

Impact

The increase in disposable income made a strong impact across all consumer markets. From cars and clothing to
food, drink and travel, there has been a marked increase in consumption in both rural and urban areas. The 2007
McKinsey Report on Indian consumer markets predicted a dramatic expansion of domestic consumption with
spending patterns changing from necessary to discretionary. In rural areas, low-income families are spending on
medical services instead of relying on home remedies. They can now afford to buy a second-hand motorbike
instead of commuting on bicycle. Middle-income families are spending more on mobile phones, television and
private schooling for children. High-income families are spending more on high-end consumer electronics,
alcoholic beverages and designer clothing. The share of food and clothing in total consumption has declined as
spending on other discretionary items increased. Spending on transportation and communication has seen triple-
digit growth due to a high desire for increased connectedness. Spending on recreation and education increased
too but commands a comparatively lower share of discretionary spending compared to the United States or
Brazil. Spending on apparel and personal items matches CLIFE countries but spending on housing and
household products continues to remain lower than the CLIFE average.

Home Ownership

Traditionally, working adults have lived with their parents until they married and sometimes even after that.
However, there is an increase in the rise of nuclear families as more working adults are opting to live in separate
houses. This trend is rising as, increasingly, people in their 20s move to different parts of the country due to job
relocation. Since many of these 20-somethings prefer to live alone or with one housemate, one- and two-room
houses showed enormous growth from 1995-2007. Since 41.5% of total households were one-room houses, in
rural areas and cities such as Mumbai, where there is a severe housing crunch, it is common for a family of four
to live in a one-room house. In 1995, there were 166 million households in India and a housing stock of 159
million. In 2007, the number of households increased to 213 million but the housing stock stood at 196 million.
The gap between the supply and demand for housing increased during the review period due to migration of the
population toward urban areas, which are increasingly facing a severe space crunch. Due to an increasing lack of
space in urban areas, the proportion of detached houses (52.9%) gradually declined from 1995-2007 while the
proportion of semi-detached houses (11.4%) and apartments (35.7%) gradually increased. It is expected that
from 2007-2015, the growth in semi-detached and rented houses would be more than growth in detached
houses.

In 2007, 88.7% of households had a home of some kind. Of these, 83.3% were homeowners without mortgages,
5.4% had mortgages and 10.4% lived in rented houses. The growth of the IT sector increased mobility among
the youth and led to increased demand for temporary or rented accommodation. However, due to falling interest
rates on housing loans, Indians are increasingly buying their own apartments. The average age of home
ownership has fallen from 38 in the 1990s to 28 in the current decade. It is expected that from 2007-2015, the
number of homeowners with a mortgage would show major growth at 38.3% while those with rented houses
would decline at 6.5%. According to the HDFC report, customers seeking housing loans in India are typically
salaried, ages 35-40, first-time buyers and from middle- and upper-income groups. Computerisation of land
records has increased the efficiency of transferring property by reducing time delays, increasing transparency
and reducing chances of fraud. India took further steps to liberalise foreign direct investment (FDI) in real estate
and housing in 2005. With the private sector very active in developing housing stock, this area will continue to
see significant levels of activity.

Impact

The 15 largest cities in India have seen huge house price inflation, which has increased the consumer spending
on housing. Builders are moving further out of the city to provide housing at a reasonable price. Moving farther
from city centres has increased consumer transportation costs. Since the public transport system is notoriously
inefficient, consumers are increasingly spending on purchasing their own personal vehicles. The rise in single-
and two-person households has led to an increase in sales for single- or two-person vehicles such as motorbikes.
Larger families have led to an increase in sales of passenger cars. According to KPMG's India automotive study
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2007, the domestic sale of vehicles increased from 5.2 million in 2001 to 8.9 million in 2005. A significant
portion of these automobiles in the future will run on alternative fuels and thus consumer spending on clean
fuels is expected to increase.

Possession of Household Durables

Urban and rural households may have different definitions of what is considered to be an essential durable. In
2007, a range cooker was the most popular durable, present in 62.3% of households. Both urban and rural
households use a pressure cooker for cooking staple food items such as rice and pulses since it is fast and
convenient to do so. By contrast, a microwave oven was present in only 14.1% of the households, which are
likely to be in urban areas since the average price of a microwave (Rs10,000) is much higher than the average
price of a range cooker (Rs500). As more women entered the workforce and life got busier in terms of family
needs such as cooking and cleaning, the proportion of household spending on durables such as vacuum cleaners,
washing machines and refrigerators increased from 1995-2007 and the rise is expected to continue through
2015.

Since India's population has a high proportion of illiterate members, a TV is one of the most important sources
of information and entertainment for those who cannot read or write. The second most popular durable in 2007,
present in 47.4% of households, was a colour TV set. Black and white TV sets were present in 18.4% of
households. Urban families are more likely to possess a colour TV set since, at an average price of Rs6,200, it is
more expensive than a black and white model (Rs2,500). As urban household income witnessed higher
disposable income growth than rural families, the colour TV saw the fastest growth among all durables (45.7%)
from 1995- 2007. It was accompanied by a growth in cable TV connections. In 2007, 32.5% of households
subscribed to cable services compared to only 9.6% in 1995. Since national channels are broadcast in Hindi,
cable TV with its multi-language channels caters to regional needs. Low-income families which cannot afford a
TV depend on radio/cassette players for their information and entertainment. The low average price of cassettes
(Rs20) and radio/cassette players (Rs300) make them highly popular in rural areas with 29.5% of households
possessing one. In contrast, DVD players are still not affordable to most households with only 1.4% ownership
in 2007. The growth is expected to be dismal at 3.3% from 2007-2015.

A bicycle was the third most popular durable in 2007, with 47.2% of Indian households owning one. In India,
the bicycle is mainly a means of transport rather than a sports instrument, especially in rural areas and in low-
income families of urban areas. Its relevance and continued usage is evident from the steady growth of 7.5% in
ownership during 1995-2007. By contrast, motorcycle ownership was a mere 5.2 % and passenger car
ownership, 4%, in 2007. However, car ownership is expected to grow at 5.13%, a figure higher than that
projected for growth in bicycles (3.7%) and motorcycles (1.4%). This is due to a combination of factors such as
a drop in car prices, a rise in disposable income and increased financing options and car choices. The high
growth of cars on Indian roads has brought its own set of challenges, as they compete for space with the millions
of bicycles, motorcycles, heavy vehicles and the ubiquitous auto rickshaws. Traffic jams are a daily feature in
India's large cities during rush hour which has led to an increased number of accidents. Due to an acute shortage
of parking space, people prefer to buy small cars.

In 2007, 14.4% of households possessed a telephone and ownership has increased by 9.8% since 1995. The
mobile phone industry boomed in the past couple of years, with growth of 13.1%, and it is expected to grow at a
much higher rate of 19.6% from 2007-2015. Many households have more than one mobile phone per house and
it is common for every family member in urban areas to possess a handset. In 2007, 13.1% of households
possessed a mobile while in 2015 this figure was expected to increase to 32.7%. The handset has now become a
status symbol in India, with style and design playing influential roles in consumers' decision-making. Feature-
rich phones with mp3, radio and camera functions are increasingly becoming widespread. Telecom firms are
fast expanding their operations in rural India with rates lower than urban areas. Mobiles are not considered to be
status symbols in rural areas but a basic necessity due to the poor public telecom infrastructure.

Impact

The large Indian middle class comprising dual-income families is a very lucrative consumer base. Though the
growth of consumer durables in 1995-2007 was mainly driven by urban areas, over the forecast period of 2007-
2015, the focus will increasingly shift to semi-urban and rural areas. With rising aspirations and incomes, sales
in rural and semi-urban areas are already beginning to show robust growth. Due to good after-sales services and
support provided by branded players, consumers are increasingly opting for branded products. The share of the
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unorganised channel for major appliances such as refrigerators, washing machines and dryers has come down
sharply to only 8%-10% in 2007 from 40%-50% in 1995 due to growth of the organised retail market, domestic
availability of branded products, the lowering of import duties and thus reduced prices of goods. The trend is
more marked in urban areas and unbranded products continue to thrive in rural areas.

White goods and entertainment electronics marketers in India are benefiting from a trend among the middle
class to buy, replace or upgrade their products. The growth has been boosted by falling prices and lowered
import duties. With an increase in disposable income and easy access to credit, consumers are replacing their
black and white TVs with colour TV sets, which will continue to be the most popular durable from 2007-2015
with a growth rate of 28.6%. With the desire for better-quality video content, sales of products such as digital
TVs, DVD players (both portable and stand-alone), projectors, portable multimedia players and in-car DVD
players are all currently showing above-average growth. These were all niche markets until 2004–2005, as
simple audio products and analogue TVs dominated volume sales. Since 2006, however, digital video products
have seen dynamic growth as they became more affordable for the growing middle class.

The strong growth in high-end mobile phones has slowed down growth in the sales of other products, such as
portable mp3 players, digital cameras and radios, in the mass market. Instead of buying digital cameras,
consumers are increasingly opting to upgrade their phones to camera phones. The Indian government is
expected to hold an auction for the 3G spectrum in 2008. Once this is released, growth of 3G handsets will be
higher. Competition among handset manufacturers is leading them to tie up with service providers. A trend
toward labelling phones with the names of service providers will also lead to growth in the sales of bundled
phones, as opposed to the phone-only handsets that currently dominate the market. Price reductions will make
mobile phones affordable to a greater number of Indians in rural areas and will boost the market for first-time
users.

With rising affluence and falling vehicle prices, India offers a passenger vehicle market worth 1.5 million.
According to a survey by US-based automotive market forecasting firm CSM Worldwide, India is poised to
emerge as the fourth-largest light vehicle market in the world by 2014, riding on low-cost cars. Rural areas are
developing into attractive markets for car makers as they are more insulated from economic fluctuations and
have more stable demand base. Maruti Suzuki, the passenger car leader in India, plans to launch a pan-India
campaign to tap into the vast potential of the rural market. Tata has announced its plan to produce Nano, the
cheapest car in the world, at a price of Rs1 lakh (Rs100,000) which will bring down the cost of ownership of an
entry-level car by 30%. According to the rating agency CRISIL, Nano will lead to a 65% increase in the number
of households that can afford a car.

Pet Population

In 2007, the pet population in India consisted mainly of dogs (6.4 million), cats (0.7 million) and fish (0.3
million). The population of birds, small mammals and reptiles was less than 0.2 million each. According to a
survey conducted by Venky's India Ltd., a pet food firm, the dog population in India is growing by 26% a year.
The pet pampering trend is expected to grow stronger in the future. This trend will be underpinned by growing
acceptance of pet ownership in Indian society. In urban areas, busier lifestyles and work commitments have led
many singles to acquire pets for companionship. With more owners treating pets like family members and
deriving emotional satisfaction from maintaining the health and well-being of their animals, spending on pet
pampering is expected to rise. Although the pet pampering trend will continue to be concentrated among higher-
income consumers in larger urban centres, toward 2013 it should spread to middle-income households in
second-tier cities, fuelled by rising disposable income and the establishment of more pet shops and related
businesses such as pet grooming salons or pet restaurants.

In a country where a large proportion of its population lives at or below the poverty line, prepared pet food is a
relatively unknown and unexplored concept. The usage of prepared pet food is still very limited when compared
to the size of the pet population. While this trend is gradually changing, many pet owners still believe that
home-prepared food is best for their pets for a variety of reasons. First, branded pet food is expensive and
unaffordable to the average Indian. Import duties add up to 40% to the cost of imported brands. Second, lack of
awareness on the part of both pet owners and vets contribute to limited use of prepared food. Vets in India play
a vital role in the acceptance of pet products as most pet owners depend on vets for advice. However, a sizeable
percentage of vets actually do not support or promote prepared pet food. Third, prepared pet food is considered
less fresh than home-prepared food and so is considered to be less nutritious. An increasing number of pet
owners have begun to make the switch to branded food, following marketing efforts to educate them about the
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benefits of feeding their pets prepared food. Manufacturers and vets play an important role in the growing
popularity of prepared pet food by educating pet owners about nutrition and animal care. The switch of Effem
India's Pedigree brand from the premium market to economy pricing in 2002 also significantly contributed to
the brand's growth, as more dog owners are now able to afford to purchase branded dog food on a more regular
basis.

Impact

Pet shops and veterinary clinics dominate pet food and pet care product distribution in India. Pet food and pet
care product growth will increase in the future although import restrictions will continue to hamper the
development of particularly dog and cat food. In 2008, the mid-priced and premium pet food segments were the
worst affected, as they are mainly populated by imported brands. This allowed locally manufactured and
competitively priced brands such as Pedigree, Nutripet and Super Boy to gain ground at the expense of imported
products. Dog food on the whole is expected to see constant value sales grow at a compound annual growth rate
(CAGR) of 11% in the future. Aside from lobbying the government, multinational players may seek to
overcome problems associated with import restrictions by establishing new local production facilities in India.
Alternatively, they could begin sourcing pet food products from countries that have not been affected by import
bans, such as Brazil or France.

Table 39 Households by Number of Occupants: 1995/2000/2002/2004/2006-2007

'000s
1995 2000 2002 2004 2006 2007

1 person 4,423 6,262 7,213 8,172 9,234 9,809
2 people 12,110 15,005 16,181 17,218 18,227 18,722
3 people 20,067 21,037 21,431 21,776 22,102 22,258
4 people 29,990 35,235 37,366 39,244 41,066 41,958
5+ people 99,780 109,375 113,072 116,231 119,275 120,760

TOTAL 166,370 186,914 195,263 202,640 209,903 213,506
Source: National statistics, Euromonitor International Internationa

Table 40 Households by Number of Occupants (% analysis and % growth): 1995/2000/2007/1995-
2007/2000-2007

% of total households / % growth
1995 2000 2007 1995-2007 2000-2007

1 person 2.66 3.35 4.59 121.79 56.63
2 people 7.28 8.03 8.77 54.59 24.77
3 people 12.06 11.25 10.42 10.92 5.80
4 people 18.03 18.85 19.65 39.91 19.08
5+ people 59.97 58.52 56.56 21.03 10.41

TOTAL 100.00 100.00 100.00 28.33 14.23
Source: National statistics, Euromonitor International

Table 41 Occupants per Household: 1995/2000/2002/2004/2006-2007

Number
1995 2000 2002 2004 2006 2007

Occupants per household 5.6 5.5 5.4 5.4 5.4 5.3
As of 1 January, 2008

(number)
Average of CLIFE 3.7 3.7 3.6 3.6 3.5 3.5

countries
Source: National statistics, Euromonitor International
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Table 42 Occupants per Household (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Occupants per household as of -0.25 -0.12
1 January, 2008 (number)
Average of CLIFE countries -0.18 -0.13
Source: National statistics, Euromonitor International

Table 43 Number of Households by Disposable Income Bracket: 1995/2000/2002/2004/2006-2007

'000s
1995 2000 2002 2004 2006 2007

More than US$500 160,431 177,433 184,348 195,064 201,895 206,310
More than US$750 144,921 162,279 167,801 183,731 191,304 196,847
More than US$1,000 119,790 141,558 145,861 167,955 177,173 184,132
More than US$1,750 50,426 77,547 80,287 111,217 126,164 136,683
More than US$2,500 22,479 39,735 41,931 66,584 82,089 92,938
More than US$5,000 5,224 8,613 9,511 15,655 21,554 26,142
More than US$7,500 3,148 4,604 5,085 7,067 9,275 10,910
More than US$10,000 2,183 3,041 3,165 4,315 5,435 6,303
More than US$15,000 1,303 1,824 1,900 2,593 3,046 3,496
More than US$25,000 680 957 999 1,365 1,606 1,834
More than US$35,000 443 626 654 894 1,054 1,204
More than US$45,000 322 456 477 652 769 880
More than US$55,000 249 354 371 507 598 685
More than US$65,000 202 287 300 411 485 556
More than US$75,000 168 240 251 343 406 465

TOTAL 166,370 186,914 195,263 202,640 209,903 213,506
Source: National statistics, Euromonitor International

Table 44 Number of Households by Disposable Income Bracket (% analysis and % growth):
1995/2000/2007/1995-2007/2000-2007

% of total households
1995 2000 2007 1995-2007 2000-2007

More than US$500 96.43 94.93 96.63 28.60 16.28
More than US$750 87.11 86.82 92.20 35.83 21.30
More than US$1,000 72.00 75.73 86.24 53.71 30.08
More than US$1,750 30.31 41.49 64.02 171.06 76.26
More than US$2,500 13.51 21.26 43.53 313.44 133.89
More than US$5,000 3.14 4.61 12.24 400.37 203.50
More than US$7,500 1.89 2.46 5.11 246.62 136.96
More than US$10,000 1.31 1.63 2.95 188.76 107.26
More than US$15,000 0.78 0.98 1.64 168.33 91.70
More than US$25,000 0.41 0.51 0.86 169.64 91.51
More than US$35,000 0.27 0.34 0.56 171.77 92.29
More than US$45,000 0.19 0.24 0.41 173.37 92.87
More than US$55,000 0.15 0.19 0.32 174.66 93.33
More than US$65,000 0.12 0.15 0.26 175.74 93.72
More than US$75,000 0.10 0.13 0.22 176.66 94.05

HOUSEHOLDS 100.00 100.00 100.00 28.33 14.23
Source: National statistics, Euromonitor International
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Table 45 Total Housing Stock and New Dwellings Completed: 1995/2000/2005/2007/2010/2015

'000s
1995 2000 2005 2007 2010 2015

Housing stock 159,303 175,449 190,562 196,268 204,541 217,718
New dwellings completed 3,894 3,737 3,408 3,375 3,309 3,102
New dwellings as % of 2.44 2.13 1.79 1.72 1.62 1.42
total housing stock
Source: National statistics, Euromonitor International

Table 46 Total Housing Stock and New Dwellings Completed (% growth): 1995-2007/2007-2015

% change
1995-2007 2007-2015

Housing stock 23.20 10.93
New dwellings completed -13.33 -8.08
Source: National statistics, Euromonitor International

Table 47 Households by Tenure and Type of Dwelling: 1995/2000/2005/2007/2010/2015

'000s
1995 2000 2005 2007 2010 2015

Households by tenure
– Homeowner 140,235 161,180 181,735 189,410 200,618 218,253
- Homeowner, without 134,879 153,437 171,302 177,888 187,444 202,319
mortgage
- Homeowner, with 5,355 7,743 10,432 11,522 13,174 15,934

mortgage
– Rented 24,929 24,307 22,719 22,122 21,366 20,687
– Other 1,206 1,427 1,827 1,974 2,160 2,116

TOTAL 166,370 186,914 206,280 213,506 224,145 241,056

Households by type of
dwelling

– Detached house 92,618 101,502 109,801 112,872 117,411 124,660
– Semi-detached and 17,670 20,589 23,360 24,402 25,930 28,349
terraced house
– Apartment 56,082 64,823 73,119 76,233 80,803 88,046

TOTAL 166,370 186,914 206,280 213,506 224,145 241,056
Source: National statistics, Euromonitor International

Table 48 Households by Tenure and Type of Dwelling (% analysis and % growth):
1995/2000/2007/1995-2007/2007-2015

% analysis / % growth
1995 2000 2007 1995-2007 2007-2015

Households by tenure
– Homeowner 84.3 86.2 88.7 35.1 15.2
- Homeowner, without 81.1 82.1 83.3 31.9 13.7

mortgage
- Homeowner, with 3.2 4.1 5.4 115.1 38.3

mortgage
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– Rented 15.0 13.0 10.4 -11.3 -6.5
– Other 0.7 0.8 0.9 63.6 7.2

TOTAL 100.0 100.0 100.0 28.3 12.9

Households by type of
dwelling

– Detached house 55.7 54.3 52.9 21.9 10.4
– Semi-detached and 10.6 11.0 11.4 38.1 16.2

terraced house
– Apartment 33.7 34.7 35.7 35.9 15.5

TOTAL 100.0 100.0 100.0 28.3 12.9
Source: National statistics, Euromonitor International

Table 49 Households by Number of Rooms: 1995/2000/2002/2004/2006-2007

'000s
1995 2000 2002 2004 2006 2007

1 room 68,777 77,638 81,262 84,475 87,649 89,227
2 rooms 49,519 55,973 58,618 60,964 63,284 64,438
3 rooms 23,974 26,841 27,999 29,021 30,023 30,520
4 rooms 12,374 13,968 14,620 15,198 15,769 16,053
5+ rooms 11,726 12,495 12,764 12,982 13,178 13,268

TOTAL 166,370 186,914 195,263 202,640 209,903 213,506
Source: National statistics, Euromonitor International

Table 50 Households by Number of Rooms (% analysis and % growth): 1995/2000/2007/1995-
2007/2000-2007

% of total households
1995 2000 2007 1995-2007 2000-2007

1 room 41.34 41.54 41.79 29.74 14.93
2 rooms 29.76 29.95 30.18 30.13 15.12
3 rooms 14.41 14.36 14.29 27.30 13.71
4 rooms 7.44 7.47 7.52 29.74 14.93
5+ rooms 7.05 6.68 6.21 13.15 6.19

TOTAL 100.00 100.00 100.00 28.33 14.23
Source: National statistics, Euromonitor International

Table 51 Ownership of Household Durables: 1995/2000/2005/2007/2010/2015

% of households
1995 2000 2005 2007 2010 2015

Air conditioner 0.2 0.5 1.0 1.4 2.0 3.3
Bicycle 39.7 43.1 46.0 47.2 48.7 50.8
Black and white TV set 26.3 32.9 22.2 18.4 13.9 8.6
Cable TV 9.6 20.9 29.9 32.5 35.4 38.6
Camera 1.4 2.6 3.9 4.4 5.1 6.4
Cassette / radio player 36.1 37.4 32.0 29.5 25.1 17.9
CD player 0.9 1.2 1.5 1.7 1.6 1.3
DVD player / recorder 0.0 0.0 0.9 1.4 2.6 4.7
Colour TV set 1.7 18.7 39.4 47.4 59.7 76.0
Range cooker 49.7 55.5 60.2 62.3 65.4 70.3
Dishwasher 0.0 0.1 0.4 0.7 1.5 3.5
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Freezer 1.0 2.8 7.3 9.5 12.7 17.3
Hi-fi stereo 0.2 2.1 6.5 8.9 12.3 17.2
Microwave oven 2.8 6.9 12.0 14.1 17.1 21.8
Mobile telephone 0.0 0.2 6.8 13.1 21.1 32.7
Motorcycle 3.0 4.0 4.9 5.2 5.8 6.7
Passenger car 0.0 0.1 2.0 4.0 6.6 9.1
Personal computer 0.7 3.6 9.8 13.4 19.6 30.1
Internet-enabled computer 0.0 0.1 1.5 2.7 5.7 13.1
Piano 0.5 0.7 0.9 1.0 1.1 1.3
Refrigerator 8.3 11.4 12.7 14.2 16.6 20.2
Satellite TV system 1.1 2.4 3.6 4.1 4.7 5.6
Sewing machine 10.3 10.7 10.5 10.4 10.2 9.9
Shower 36.5 39.9 43.4 44.7 46.7 50.1
Telephone 4.7 8.2 12.7 14.4 17.0 20.8
Tumble dryer 0.7 1.0 1.2 1.3 1.4 1.6
Vacuum cleaner 6.6 14.5 25.0 28.6 33.1 39.0
Video camera 0.0 0.0 0.1 0.1 0.1 0.1
Video game console 0.3 0.7 0.9 0.9 1.1 1.3
Videotape recorder 1.6 2.0 2.4 2.6 2.5 2.4
Washing machine 3.6 7.7 14.8 18.2 23.1 29.4
Source: National statistics, Euromonitor International

Table 52 Ownership of Household Durables by Type (actual growth): 1995-2007/2007-2015

Percentage points
1995-2007 2007-2015

Air conditioner 1.21 1.88
Bicycle 7.50 3.67
Black and white TV set -7.86 -9.87
Cable TV 22.91 6.06
Camera 3.03 1.99
Cassette / radio player -6.61 -11.65
CD player 0.83 -0.34
DVD player / recorder 1.44 3.26
Colour TV set 45.68 28.59
Range cooker 12.60 8.00
Dishwasher 0.70 2.80
Freezer 8.45 7.84
Hi-fi stereo 8.67 8.32
Microwave oven 11.22 7.77
Mobile telephone 13.12 19.56
Motorcycle 2.26 1.44
Passenger car 4.00 5.13
Personal computer 12.68 16.75
Internet-enabled computer 2.72 10.36
Piano 0.51 0.36
Refrigerator 5.93 5.95
Satellite TV system 2.92 1.51
Sewing machine 0.07 -0.41
Shower 8.19 5.45
Telephone 9.76 6.39
Tumble dryer 0.61 0.30
Vacuum cleaner 21.98 10.40
Video camera 0.04 0.02
Video game console 0.65 0.39
Videotape recorder 0.95 -0.15
Washing machine 14.62 11.13
Source: National statistics, Euromonitor International

HOUSEHOLD SEGMENTATION
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Single-person Households

Single-person households witnessed the highest growth rate at 121.8% among all households from 1995-2007.
As a result of this high growth, the proportion of single-person households increased 2.7% in 1995 to 4.6% in
2007. Single-person households are usually made up of unmarried individuals ages 22-30. Many singles such as
students or people in their early 20s prefer to share their house or apartment with similar individuals to reduce
the spending on rent and utility bills. As a result, such households are characterised by a high level of
discretionary spending, on eating out, leisure and recreation. Among the elderly, it is not common to find single-
person households, as widowed parents usually move in with their children. Due to the increasing preference
among married adults for nuclear families, their widowed parents are either living alone or moving to homes for
the elderly. An increase in the number of working women in urban areas who prefer to live independently also
has contributed to the growth of single-person households. Traditionally, single women are expected to live with
their parents until they marry. Social attitudes continue to disapprove of cohabitation. A few years ago an Indian
beauty queen lost her crown after it was discovered that she was living with her boyfriend. However, a number
of sociological studies show that young Indian females now prize financial independence, successful careers and
the freedom to decide when to marry and have children. This trend is increasingly visible in metropolitan cities
but it has yet to hit non-urban areas. Government, in recognition of the increase in cohabitation, provided the
same economic rights to female live-in partners as legal spouses under the 2005 Protection of Women from
Domestic Violence Act.

Impact

In a study by Grey Global Group, which examined 3,400 unmarried women ages 19-22 of different income and
social levels, 51% of young single women aspired to buy a house and car with their own income. To encourage
such aspirations for ownership, automakers such as Hyundai Motor India have unveiled special schemes
targeted at women buyers across India, which offer lower interest rates, loan packages like free third-year
warranty and other women-friendly features on the purchase of new Hyundai cars. The growth in the gear-less,
or automatic, scooter segment is mainly driven by women, with 80% of scooter customers now women. Buoyed
by demand from independent working women, the gear-less scooter segment has emerged as the second-largest
category in the two-wheeler segment, with close to 0.5 million scooters sold to women every year. At a time
when automatic scooters are selling in large numbers to women buyers, companies are bracing themselves to
move up the value chain by launching power-packed scooters to attract male buyers, too. Increasingly, men in
both urban and rural India are spending on two-wheelers to enhance their mobility. As a result, close to 7.1
million two-wheelers were sold in 2006. The Indian Male Survey 2007 carried out by the magazine Business
Today, revealed that single men, while very hedonistic in spending, are still value-seeking. They spend on heavy
snacking, going to the gym and splurging on the latest brands. The research posits that the hedonistic attitude of
these young singles is due to the fact that they have not met with many hardships yet, such as the long waits
required to get a phone connection or to buy a scooter, which were prevalent in India until the 1980s.

Couples With No Children

The population of couples with no children grew by 86.8% from 1995-2007. The current proportion of 10.9%
(2007) is expected to increase to 12.4% in 2015. Couples with no children would comprise the newly married,
voluntarily childless and involuntarily childless. Rural areas have a high incidence of unplanned pregnancies
due to the low rate of contraceptive usage and widespread ignorance of birth control methods. To reduce the
growth rate of the population, the government has been actively encouraging newly married couples to plan
pregnancies. As a result, many couples in both urban and rural areas are increasingly adopting the practice of
birth control, which has contributed to the growth in the population of couples with no children. Voluntary
childlessness is not particularly common in India and is definitely an urban phenomenon. These couples are
generally in the 18-30 age group and are looking to enjoy life, have fun, travel and party. With no commitments
to tie them to the home, they are likely to take more weekend breaks, go to late-night movies and socialise.
Involuntary childlessness is rising due to long work hours, which results in reduced sex drive and causes other
fertility problems. In India, childlessness is often considered a stigma which has led to an increase in the number
of couples seeking medical intervention. There has been a rise in the use of surrogate mothers for childbirth,
fertility tests, in-vitro fertilisation and adoption. There is growth in demand for a number of products and
services aiming to 'de-stress' or provide relaxation – herbal massages, Ayurvedic spas, weekend getaways –
which can assist in improving the sex life of couples. Although abortion is legal in India, many poor women
cannot afford safe abortion services. As a result, more than 20,000 women die each year from unsafe abortions.



Annual gross income India

 Euromonitor International Page 37

To deal with unplanned pregnancies, particularly in rural India, there is an increase in clinics that offer safe
abortion techniques that are cost-effective and appropriate for low-income settings, including those that do not
require a reliable supply of electricity or expensive equipment. There is an increase in demand for pregnancy
testing, safe abortion facilities, training of providers and development of networks that foster the exchange of
ideas and support.

Impact

To deal with stress-related childlessness, many couples are spending on spas and massage services. Major
growth in the spa industry has been seen in northern India, which had steadier economic growth compared to the
other regions in the country. Mumbai, the heart of the entertainment and financial industries, is an up-and-
coming market for many spa operators as the city is already a well-established tourist destination. The state of
Kerala is a well known destination for Ayurveda and has witnessed a substantial increase in the number of
Ayurvedic massage centres. India's spa market is still considered a niche market for individuals with high
disposable income who seek customised treatments using herbal and natural products. According to Assocham,
the Indian herbal market is registering extremely significant growth and is likely to reach Rs145 billion by 2012
and a CAGR of 20%.

Couples With Children

Couples with children constitute the largest proportion of households, which grew by 18.8% from 1995-2007.
However, due to an increase in childlessness, this rate of growth is expected to decline to 7.4% from 2007-2015.
As result, the proportion of couples with children is expected to decrease from 52% in 2007 to 49.5% in 2015.
Increases in the average age of getting married and age of having the first child are also contributing to the
decrease in the proportion of couples with children. The average number of children born per women is
currently close to three, although in urban areas couples are increasingly opting for only one or two children.
With an increase in income, smaller families enjoy a higher standard of living. Parents consider saving for their
children's future to be highly important. However, as compared to some Western countries, a college education
in India is affordable and educational loans are easily available. As a result, many families do not need to set
aside a part of their income for a child's future. Thus families have higher disposable income, which is spent on
the leisure, health and medical needs of the children. Easy financing schemes and wider product availability
have led parents to splurge on their kids and on themselves as well.

Impact

With an increase in inflation, household expenses for groceries such as milk, vegetables and laundry needs have
increased. Many Indian families spend a lot on dairy products for children. With the recurrence of the issue of
pesticides in carbonates and with players such as Gujarat Cooperative Milk Marketing Federation Ltd. launching
and making available such dairy-based beverages in convenient packs and at affordable price points, consumers
increasingly choose healthier dairy-based beverages as their thirst quencher. Fortification of flavoured powdered
milk drinks is extremely popular in India, with manufacturers like GlaxoSmithKline positioning their brands
such as Horlicks, claiming that the ingredients in the product help children grow 'taller, sharper, stronger'. Due
to an increase in consumer spending, health and wellness dairy products saw value growth by 8% in 2006 to
reach a market value of Rs96.2 billion. Other dairy products such as condensed milk and coffee whiteners
remained the only other dairy products witnessing significant sales as of 2007. Condensed milk and coffee
whiteners had significant retail value sales in East and Northeast India due to the lack of availability of fresh
milk in those regions. Consumers in these areas use coffee whiteners in the absence of fresh milk, with the
regions accounting for almost 33% of retail value sales of coffee whiteners in 2007. Sales of cream remained
negligible as of 2007, as Indian consumers are not used to using cream in their food, and the product
consequently plays a very limited role in Indian food. Demand for fresh cream remains niche and urban. The
few cream variants available in India are either half or single cream products, with hardly any sour or whipped
cream brands available.

Single-parent Families

The proportion of single-parent households is expected to marginally reduce from 8.8% in 2007 to 8.4% in
2015. The proportion of single-parent households in India is quite small since families pressure single parents to
opt for second marriage. Having children out of wedlock is considered to be a stigma even in urban areas.
Unwed mothers are forced by social mores to either abort their child or give it up for adoption. The proportion
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of such families is expected to decrease in total population due to an increase in the number of married couples.
However, in terms of absolute figures, the population of single-parent families grew by 20.8% from 1995-2007
and is expected to grow by 7.9% from 2007-2015. The growth in single-parent families can be attributed to an
increase in divorce cases. Traditionally, divorces have been socially discouraged in India. Due to high financial
dependence on their spouses, wives were reluctant to initiate divorce. Divorces were traditionally limited to
urban affluent families. In the last decade, the media has become more sensitive to marital discord and an
acceptance of divorcées in society. As a result, many middle- and lower-middle-class couples have been
adopting divorce to opt out of discordant marriages. Growth in the financial security of women has also
contributed to a rise in divorces and single-parent families.

Impact

A survey by the Indian Associated Chambers of Commerce found that single parents tend to spend more on
their children to compensate for the lack of another parent. Such households are likely to spend more on
domestic electrical appliances such as microwaves, dishwashers, vacuum cleaners and washing machines that
reduce the time required for household chores and give them more time to spend with their children. A recent
survey conducted by a federation of Indian chambers of commerce and industry reports that in 2007, fully-
automatic washing machines registered 35% growth against 20% growth for semi-automatic machines. A CII
report on domestic appliances identified the microwave oven category as a high-growth segment, registering a
growth rate of 40% in 2006-2007.

Table 53 Households by Type: 1995/2000/2005/2007/2010/2015

'000s
1995 2000 2005 2007 2010 2015

Single person 4,423 6,262 8,689 9,809 11,712 15,478
Couple without children 12,440 16,848 21,464 23,242 25,833 29,869
Couple with children 93,419 101,639 108,592 110,990 114,352 119,205
Single-parent family 15,538 17,062 18,337 18,775 19,383 20,254
Other 40,550 45,103 49,198 50,690 52,865 56,250

HOUSEHOLDS 166,370 186,914 206,280 213,506 224,145 241,056
Source: Euromonitor International from trade sources and national statistics
Note: Figures stated as zero refer to a negligible percentage of total households

Table 54 Household by Type (% analysis and % growth) 1995/2007/2015-/1995-2007/2007-2015

% analysis / % growth
1995 2007 2015 1995-2007 2007-2015

Single person 2.66 4.59 6.42 121.79 57.79
Couple without children 7.48 10.89 12.39 86.83 28.51
Couple with children 56.15 51.98 49.45 18.81 7.40
Single-parent family 9.34 8.79 8.40 20.83 7.88
Other 24.37 23.74 23.33 25.01 10.97

HOUSEHOLDS 100.00 100.00 100.00 28.33 12.90
Source: Euromonitor International from trade sources and national statistics
Note: Figures stated as zero refer to a negligible percentage of total households

LABOUR

Working Conditions

The per capita gross domestic product is rising by 7.5% annually, which resulted in India becoming the third-
largest economy in the world (after the United States and China and just ahead of Japan) in 2006. When
measured at purchasing power parities, India accounts for nearly 7% of world GDP. The acceleration of output
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growth since the introduction of reforms resulted in large increases in jobs. The Indian labour market is,
however, characterised by a high degree of informality. People with regular employment contracts account for
only 15% of total employment and most of these are concentrated in urban areas. As reported by the 2002 report
by the Ministry of Labour on Occupational- Educational Pattern of Employees in India, clerical and related
workers constituted the single largest occupational category, accounting for 31.6% of total employment.
Professional, technical and related workers had the second largest share at 28.6% of the employees. Production
and related workers and transport equipment operators and labourers followed closely, claiming 21.1% of the
total employment. Most women were professional, technical and related workers, and among them 59.2% were
teachers particularly of primary and middle schools. Clerical and related workers constituted the second largest
group at 24.4%.

In India there are 45 laws at the national level and close to four times that at the level of state governments that
monitor the functioning of labour markets. According to the 1948 Factories Act, no adult worker is supposed to
work more than 48 hours in any week. According to the act, if an employee works more than nine hours in any
day or more than 48 hours in any week, he is entitled to wages at twice the rate of his ordinary wages. The
Factories Act and the Shops and Commercial Establishments Act ensure certain conditions for employees.
Companies and offices which fall under jurisdiction of these acts need to offer a minimum number of holidays,
provide holiday allowances, bonuses, and a cost-of-living allowance. Various laws such as the 1961 Maternity
Protection Act and 1976 Equal Remuneration Act have been formulated to prevent employment-related
discrimination on the basis of gender or health, which are in accordance with ILO's mandates. However, all of
these laws can be applied only to the formal sector of employment. According to the October 2007 Economic
Survey of India, a report released by the Organisation for Economic Cooperation and Development (OECD), the
Indian labour market is characterised by a high degree of informality. People with regular employment contracts
account for only 15% of total employment and most of these are concentrated in urban areas. Despite strong
gains in employment across the economy in recent years, a dichotomy has emerged with net increases in
employment occurring almost exclusively in the least productive, most unorganised, and often informal part of
the economy. Agriculture, which accounts for about one-fourth of the country's GDP, is the best example of the
informal sector of work.

Although companies operate from 9 am to 5 pm officially, typically white-collar workers stay on until 6 pm or
even 7 pm and come in on Saturday, even when it is not a working day. This is not the case with shop floor
workers and unionised employees, who work strict hours and are eligible for overtime. For agricultural workers,
there are no fixed hours of employment. Work is seasonal and task-driven, except in the case of tea plantation
employees. The idea of flexible work hours is still a largely alien concept in India. Not many Indian firms offer
this flexibility. However, as urbanisation increases the time to travel for work and as more women enter the
workforce but desire to achieve a work/life balance, multinational firms are increasingly offering the option of
flex-time work hours.

For the most part, women's wages are lower than those of their male counterparts. This is particularly true of
contract workers and daily wage earners. During 2001-2002, the average labour cost per man for a day worked
was Rs146 (US$3.20), while for women it was Rs88 (US$1.90). However, in white-collar work, the gap is
lessening, as younger, more aggressive employees are demanding equal pay for the same work. Employers,
however, like to argue that employing women entails additional costs such as maternity leave and special
security requirements for women who work late.

Indian law prohibits the employment of children under the age of 14 in professions deemed hazardous, which
covers 13 occupations and 57 processes, including the garment, mining, hospitality and domestic sectors. In
spite of this, 75-90 million children continue to be part of the labour force in India, according to a report by
Time magazine.

Employed Population by Age

Indians aged 25-29 constitute the largest proportion of the employed population. Their proportion has steadily
increased from 25.5% in 1995 to 26.3% in 2007. The changing demographics of India predict a steady shift in
the median age of the population, from 24.2 years in 2007 to 26.5 years in 2015. This implies that the proportion
of those aged 25-29 among the employed population will increase by 2015. In 2007, the population with
secondary education constituted the largest proportion of educated Indians. By 2015, this educational bracket
will expand to include the 25-29 age group, many of whom will gain higher education and enter the employed
population. The growth in the total employed population was 27.9% from 1995-2007. Rapid development of
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software, media and financial services has created thousands of jobs in the country. However, the lion's share of
these jobs went to young graduates. With old economy and manufacturing jobs not growing as fast as the
service sector, older people are finding it increasingly difficult to keep their jobs or find new ones. The
manufacturing sector accounts for 16%-17% of India's GDP. Former agricultural workers are now looking to
move into factories and assembly lines. However, with factory jobs not growing as fast as the employable
population, the rural population has to subsist on marginal work – that is they are employed for less than six
months per year. The 2001 Census revealed that there were 29.5 million rural marginal male workers, up from
2.5 million in 1991.

Impact

Members of the 25-29 age group are highly technology-savvy and spend most of their discretionary income on
consumer electronics, such as televisions, videos games, digital cameras and iPods. Mp3 players are very
popular in this age group since music is an integral part of Indian culture. Every Indian movie contains four to
six songs, and the advent of technology such as iTunes has made it easier for Indians to download movie songs
on their mp3 players. Traditionally, consumption of alcohol has been much lower in India than in European
countries due to cultural and religious prohibition. However, alcohol consumption is increasing among working
youth due to a rise in disposable income. Migrating with their jobs away from families also reduces the cultural
prohibition on alcohol consumption. Domestic production of alcoholic beverages such as wines has made it
affordable for the price-conscious Indian consumer to drink more frequently.

Unemployed Population by Age

The 25-29 age group also constituted the largest proportion (48.9%) of the unemployed population in 2007.
However, the proportion fell by 13.24% since 1995. All the other age groups showed an increase in
unemployment levels from 1995-2007. The most marked increase in unemployment levels was visible in the 45-
49 age group (236%) and the 55-59 age group (204.7%). This can be attributed to the advent of IT industry that
has created many jobs for those aged 25-29, but the older population has been bereft of its benefits. The
proportion of unemployed males (72.6%) was more than unemployed females (27.4%) in 2007. This difference
in unemployment level between males and females can be partly attributed to the higher male proportion in the
population. The unemployment rate (percentage of the economically active population) has shown a steady
decline since 1995 and was 7.9% in 2007. The 2007 figure was marginally more than the CLIFE average of
7.5%. In its 2007 Employment Outlook Report, OECD said India, the world's second-fastest growing economy
after China, generated more than 11 million new jobs every year between 2000-2005, much higher than Brazil,
Russia and China (BRIC). India generated 11.3 million net new jobs per year on average during this period,
higher than 7 million in China, 2.7 million in Brazil and 0.7 million in Russia. In contrast, the average number
of jobs created in OECD area as a whole was 3.7 million. The OECD report said India also had the lowest
percentage of jobless people among the BRIC nations. In contrast, China's unemployment rate was at 8.3%,
Russia at 7.9% and Brazil at 9.3% during 2005.

India's labour force is growing at 3% per annum while employment is growing at only 1% per annum. The job
shortfall is felt most severely in rural India, since employment in the agricultural sector is stagnating, resulting
in an exodus of workers to urban areas. According to the government's economic survey for 2005-2006,
unemployment rates among rural men rose from 5.6% in 1993-1994 to 9% in 2004. In 1993-1994, 6.7% of
urban men were without jobs, a figure which rose to 8% in 2004. While only 25% of India's GDP comes from
agriculture, more than 65% of the country's population depends on it for employment. This means that
subsistence farming and marginal employment has become a way of life for a significant portion of the farming
community in India. Manufacturing output is growing at 9% per annum, but unless this climbs to 11% per
annum, economists believe that India's GDP will not grow at more than 8% per annum, and the unemployment
rate will creep up further.

Female unemployment is difficult to estimate in India and most indicators are likely to underestimate the true
level of unemployment. Unemployed women tend not to register with the employment exchange. Despite this,
the unemployment rate for females follows the male pattern. A survey on employment conducted in 2004
indicated that urban women are worse off than their male counterparts. From 10.5% unemployment in 1993-
1994, the female unemployment rate increased to 11.7% in 2004. This figure did not appear to be correlated
with education since the literacy rate of females increased markedly in this period.
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Unemployment in India has given rise to an increase in migration to the Middle East, Canada, United Kingdom
and the United States. Apart from providing a 'safety valve' for the massive unemployment problems at home,
migration is an important source of foreign exchange. Indian workers abroad help to augment the foreign
exchange reserves of the country. Indian men who are not very highly educated tend to go to Middle East to
work on oil rigs and the women tend to work as nurses. The more educated Indians tend to go for higher
education in the United Kingdom and United States with hopes of finding better prospects for jobs abroad. This
trend has given rise to the huge non-resident diaspora, which forms a major source of remittances to the country.
To increase their contribution to the economy, the government of India recognises the first week of January as
the Pravasi Bharatiya Divas (Non-resident Indian Day) to honour the contributions of this community. This
community's influence can be felt in many aspects in the country. Bollywood, the Indian film industry which
produces the greatest number of films in the world, is increasingly making movies that cater to NRI tastes and is
raking in huge profits from the success of these movies abroad. The Indian government has also acknowledged
the catalytic role played by the community in the recent India-US civilian nuclear deal.

Impact

An increase in unemployment leads to decreased consumer spending. This may have a ripple effect within the
economy, affecting the demand for labour by companies that produce goods for consumers. A rise in
unemployment in both urban and rural sectors has made the Indian consumer highly sensitive to prices in
essential commodities. Traditionally, Indians have had a commitment to their local green grocers but a
significant 15% of them turned to the modern retail format of hypermarkets such as Big Bazaar and grocery
chains such as Subiksha that promise quality for the lowest prices. However, an increase in the numbers among
this retail clientele means a decrease in business for the local grocer. Thus an increase in organised retail
contributes to increases in unemployment. As a result, the local governments of many states like Uttar Pradesh
and Bengal oppose raising the cap on foreign direct investment in retail and the establishment of retails giants
like Wal-Mart in India. Retail giant Reliance Fresh had to shut its operations in UP after a spate of violence
against its stores.

Alternative Work Forms

Part-time employment is not very popular in India due to the lack of choices in opportunities. The proportion of
part-time employees was 1.4% in 1995, which declined to 1.2% in 2006. Part-time employment is on the decline
due to restricted opportunities and fading popularity because of limited growth prospects in an increasingly
competitive economy. Almost 70% of part-time jobs are held by women. Men do not favour part-time
employment as they usually bear the burden of running the household and thus seek a stability of income not
often offered by part-time assignments. Women too are becoming more ambitious, giving up part-time
flexibility for full-time satisfaction.

The alternative form of work highly preferred by Indians is self-employment, as revealed in a 2005-
2006National Sample Survey Organisation (NSSO) Report on the employment situation of India. In rural India,
57% of males and nearly 62% of females were employed. The corresponding figures in urban areas were 42%
for males and 44% for females. Self-employment in the form of entrepreneurship is on rise in India. McKinsey
estimates that several thousand 'new economy' businesses are launched in India every year in both big and small
towns. A common form of part-time self-employment for Indian women are the ubiquitous beauty parlours
present on almost every street all over the country. These parlours are run as small premises with four or five
women who charge a modest free for a variety of grooming services. These parlours are highly popular among
Indian women of all ages and provide employment on a small scale to many young girls from low-income
families. These parlours are also a medium for independent direct-sales cosmetics businesses catering to the
Indian women who readily trust their local beautician. Another form of part-time employment for Indian women
is as direct-sales agents of Tupperware products. The firm started its operations in India in 1996 and is a
household name today with a 50,000-strong women-only sales force which has spawned a new breed of
emancipated women, turning housewives into energetic entrepreneurs. Plastic kitchen equipment is very popular
among Indian women since they are easy to wash and disposable. Traditionally, Indian kitchen utensils are
made of steel which are more difficult to clean than plastics and porcelain. Thus steel utensils are fast being
replaced by Tupperware and porcelain crockery and dishes.

Due to expansion of IT-enabled services in India, many men are finding part-time employment in call centres in
the BPO sector. Monster, a job search firm, expects the domestic BPO sector to employ 1 million people by the
end of 2008. The skill level required for these jobs in not very high and usually knowledge of English is



Annual gross income India

 Euromonitor International Page 42

sufficient to be hired. On-the-job training is provided on customer interaction. Since many BPOs support
customers in Western countries, the job mainly involves working the night shift. As a result many men have the
option of finding another part-time job during the daytime. Most companies are willing to employ high school
students, housewives, retired professionals and anyone else who has basic minimum qualifications and
proficiency in English.

Impact

Due to an increase in unemployment and high competition in white collar, full-time jobs, many people are
opting for BPO jobs. Due to the easy availability of cheap English-speaking labour, India accounts for 46% of
all BPO business in the world. According to data by Nasscom, the Indian ITES-BPO exports grew from US$6.3
billion in fiscal year 2005-2006 to US$8.4 billion in FY 2006-2007, while the revenues of domestic BPO grew
significantly to US$1.2 billion in FY 2006-2007 from US$0.9 billion in FY 2005-2006. The sector provided
direct employment to 553,000 in FY 2007, up from 415,000 in FY 2006. Most people working in BPOs are in
the 18-25 age group and living with their parents, and as a result they have high discretionary income. BPO
sector employees have the money to spend on the latest clothing and footwear, mobile phones, eating out and
alcoholic beverages. According to a study by Tata Memorial Hospital, tobacco and alcohol consumption is
highly prevalent among BPO employees. Also owing to the odd work hours and sedentary lifestyle, BPO
employees are increasingly experiencing high stress and fatigue. An employment satisfaction survey, conducted
among 20 BPO firms encompassing 1,760 employees all over the country in 2007, revealed that 32% of
employees suffered from sleep disorders, 25% had developed digestive problems and about 20% suffered from
eyesight problems. To maintain their health, BPO employees are increasingly spending more on gyms, spas and
other health services to deal with their 'occupational hazards'.

Table 55 Employed Population by Age Group: 1995/2000/2002/2004/2006-2007

'000s
1995 2000 2002 2004 2006 2007

15-19 years 34,016 36,196 39,295 40,056 41,685 42,292
20-24 years
25-29 years 88,621 98,950 101,483 107,347 113,534 116,672
30-34 years
35-39 years 87,723 96,704 100,540 101,972 104,080 104,635
40-44 years
45-49 years 68,048 79,309 83,178 85,814 88,136 89,477
50-54 years
55-59 years 42,541 47,473 50,660 53,024 55,175 56,396
60-64 years
65+ years 26,273 29,127 31,244 32,552 33,907 34,623
Employed male population 235,312 261,248 276,696 289,342 302,311 308,724
Employed female 111,910 126,510 129,705 131,424 134,207 135,370

population
Total employed population 347,222 387,758 406,401 420,765 436,518 444,094
Source: ILO, Euromonitor International

Table 56 Employed Population by Age Group (% analysis and % growth): 1995/2000/2007/1995-
2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

15-19 years 9.80 9.33 9.52 24.33 16.84
20-24 years
25-29 years 25.52 25.52 26.27 31.65 17.91
30-34 years
35-39 years 25.26 24.94 23.56 19.28 8.20
40-44 years
45-49 years 19.60 20.45 20.15 31.49 12.82
50-54 years
55-59 years 12.25 12.24 12.70 32.57 18.80
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60-64 years
65+ years 7.57 7.51 7.80 31.78 18.87
Employed male population 67.77 67.37 69.52 31.20 18.17
Employed female 32.23 32.63 30.48 20.96 7.00

population
Total employed population 100.00 100.00 100.00 27.90 14.53
Source: ILO, Euromonitor International

Table 57 Unemployed Population by Age Group: 1995/2000/2002/2004/2006-2007

'000s
1995 2000 2002 2004 2006 2007

15-19 years 7,394 8,758 8,848 8,814 8,571 8,534
20-24 years
25-29 years 21,591 20,461 20,339 19,948 18,965 18,733
30-34 years
35-39 years 7,063 9,849 9,726 9,444 8,945 8,804
40-44 years
45-49 years 593 1,914 1,859 1,954 1,961 1,993
50-54 years
55-59 years 77 304 333 265 249 235
60-64 years
65+ years 24 57 68 32 25 20
Unemployed male 28,722 30,887 30,522 29,744 28,178 27,834
population
Unemployed female 8,020 10,457 10,650 10,713 10,538 10,485
population
Total unemployed 36,742 41,344 41,172 40,457 38,716 38,319
population
Source: ILO, Euromonitor International

Table 58 Unemployed Population by Age Group (% analysis and % growth): 1995/2000/2007/1995-
2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

15-19 years 20.12 21.18 22.27 15.41 -2.56
20-24 years
25-29 years 58.76 49.49 48.89 -13.24 -8.45
30-34 years
35-39 years 19.22 23.82 22.98 24.65 -10.61
40-44 years
45-49 years 1.61 4.63 5.20 236.01 4.10
50-54 years
55-59 years 0.21 0.74 0.61 204.71 -22.82
60-64 years
65+ years 0.07 0.14 0.05 -14.60 -64.04
Unemployed male 78.17 74.71 72.64 -3.09 -9.89

population
Unemployed female 21.83 25.29 27.36 30.73 0.27

population
Total unemployed 100.00 100.00 100.00 4.29 -7.32

population
Source: ILO, Euromonitor International

Table 59 Unemployment Rate: 1995/2000/2002/2004/2006-2007

% of economically active population
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1995 2000 2002 2004 2006 2007

Unemployment rate (% of 9.6 9.6 9.2 8.8 8.1 7.9
economically active
population)
Average of CLIFE 8.5 8.8 9.0 8.8 7.7 7.5

countries
Source: ILO, Euromonitor International

Table 60 Unemployment Rate (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Unemployment rate (% of economically active -1.63 -1.69
population)
Average of CLIFE countries -0.99 -1.31
Source: ILO, Euromonitor International

Table 61 Part-time Employment by Gender: 1995/2000/2002/2004/2006

'000s
1995 2000 2002 2004 2006

Male 1,667 1,637 1,640 1,638 1,640
Female 3,367 3,410 3,404 3,421 3,430

TOTAL 5,034 5,047 5,044 5,059 5,070
Source: ILO, Euromonitor International

Table 62 Part-time Employment by Gender (% analysis and % growth): 1995/2000/2006/1995-
2006/2000-2006

% of part-time employees / % growth
1995 2000 2006 1995-2006 2000-2006

Male 33.12 32.43 32.34 -1.64 0.18
Female 66.88 67.57 67.66 1.90 0.59

TOTAL 100.00 100.00 100.00 0.72 0.46
Source: ILO, Euromonitor International

INCOME

Annual Disposable Income

Economic reforms in India have led to increased job creation, reduced poverty and an increase in the purchasing
power parity of the country. The two main sectors in which most jobs have been created as result of this
economic growth and are services – including communications, insurance, asset management and information
technology – and infrastructure, such as telecommunications and civil aviation. The privatisation in these sectors
and raising the cap on foreign direct investment has proven to be extremely effective and, as a result, growth has
been phenomenal. According to the Central and Statistical Office, due to growth in the economy, the per capita
income of Indians increased by as much as 14.2% in 2006-2007. Per capita income at current prices was
estimated at Rs29,642 in 2006-2007, compared to Rs25,956 for the previous year. Adjusted for inflation, per
capita income at current prices rose by 8.1% from 2005-2006 to 2006-2007, with estimated gains from Rs20,858
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to Rs22,553. As a result of the increase in total income, the mean annual disposable income also increased by
almost 150% from 1995-2007.

Economic growth resulted in India creating more jobs than any of the other BRIC nations (Brazil, Russia, India
and China) during 1995-2007. According to the CSO, both the national income and average per capita income
steadily increased during this period. Although the Ministry of Labour and Employment proposed a National
Wage Policy with a minimum wage of Rs66 per day, the enforcement of the 1948 Minimum Wages Act falls
under the jurisdiction of the individual state governments who revise the rate at their own discretion. As a result
there exists a disparity in the minimum wage rates in various regions of the country due to differences in socio-
economic and agro-climatic conditions, prices of essential commodities, paying capacity, productivity and local
conditions.

The government of India imposes an income tax on the taxable income of individuals, Hindu Undivided
Families (HUFs). Levy of tax is separate for each person and governed by the 1961 Indian Income Tax Act. In
India, individual income tax is a progressive tax with three slabs with different values for men, women and
senior citizens. A 10% surcharge (tax on tax) is applicable if the taxable income (after all deductions) is above
Rs1 million for individuals and Rs10 million for corporations. All taxes in India are subject to an education
surcharge, which is 2% of the total tax payable. Beginning in assessment year 2008-2009, a secondary and
higher education tax of 1% is applicable on the subtotal of taxable income. Income is taxed at a flat rate of 30%
for Indian companies, with a 10% surcharge applied on companies with gross turnover of more than Rs10
million. Foreign companies pay 40% of their gross turnover. An education surcharge of 3% is payable, yielding
effective tax rates of 34% for domestic companies and 41.2% for foreign companies. Fringe Benefit Tax is a tax
payable by companies against benefits that are enjoyed by employees but cannot be attributed to them
individually, such as medical reimbursements, telephone bills and employee stock options. This tax is paid as
34% of the actual amount paid for these benefits.

Allowances form an important part of income. The annual basic salary forms about 35%-40% of the total gross
income and the rest of it is given as allowances for medical claims, travel, house rent, children's education,
furnishings and sometimes even entertainment. These allowances can usually be claimed only if bills are
produced. Since income tax is calculated after deducting these claims, the structure of remuneration encourages
employees to spend their income on discretionary activities.

Income by Educational Attainment

During 1995-2007, the mean annual disposable income of those with no more than a primary education jumped
by 158.8%. Those with no more than a secondary education saw their mean annual disposable income grow by
157.7% and those with a tertiary education by 146.64%. Thus in 2007, a person with secondary education in
India earned 30% more (Rs11,000 more) than a person with only primary education. A person with tertiary
education in India earned 30% more (Rs14,000 more) than a person with only secondary education. According
to the percentages, income growth seems to be inversely correlated with education. Given that there is a positive
correlation between years of schooling and the GDP per capita, this may seem counterintuitive at first. Net
employment has risen markedly for the economy as a whole, but these gains have arisen primarily in the
unorganised and informal sectors of the economy.

The income of Indians who've reached the tertiary level of education is continuously increasing as multinational
firms compete with each other by paying MBAs, CAs and other business professionals' salaries on par with
global standards. According to the 2007 Top MBA International Recruitment and Salary Report, recruiters
around the world are on a big MBA talent hunt. The race to acquire the best students from world-class
educational institutions in India such as the Indian Institutes of Management is leading recruiters to offer
attractive packages along with top management designations that are on par with Ivy League schools, a trend
which contributes to an increasing gap in income between those with MBA degrees and those with non-MBA
degrees. This explains the rush among Indian graduates to acquire an MBA degree, which has fuelled the
increase in the number of private business schools cropping up all over the country and coaching centres that
train students for these exams.

Self-employed professionals such as doctors, lawyers and accountants are among the highest earners in India. A
doctor in urban India has an annual disposable income of close to Rs1.8 million. Due to increased government
investment in healthcare, there is an ever-growing need for qualified medical professionals. Currently, there is
one doctor for every 1,600 patients. The expansion of IT and IT-enabled services has increased the disposable
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income in the pockets of those aged 20-29. According to Nasscom, a fresh graduate who joins a software firm as
an engineer is offered an average salary of approximately Rs18,000. Since these fresh graduates usually live
with their parents, they have high disposable incomes.

Income by Gender

During 1995-2007, the mean disposable income of men and women grew by 210% and 108.5%, respectively. In
2007, the Indian male earned 200% more than the Indian female, a gap in difference mean annual disposable
income that continuously widened during the review period. In 1995, the mean annual disposable income of
women was 45.7% of men's, but by 2007 it had decreased to 30.7%. Even though the employment opportunities
available to women have expanded and female participation in the labour force has increased, the data seems to
indicate that most of the higher-paying jobs go to men. In the organised sector, men and women are entitled to
equal pay for the same job, although often men earn bigger incentives and bonuses and may be promoted faster.
Also to balance family and work, women may refuse transfers or promotions, or may leave salaried
employment. In the unorganised sector, there exists a gender-based disparity in income, as rural women are
often not educated enough to be aware of their right to equal pay.

Most of the higher-paying jobs created in India from 1995-2007 were in the IT sector. According to Nasscom,
the ratio of men to women software professionals in 2007 was 65:35. In the IT-enabled business services
(ITES/BPO) sector, the ratio of men to women was 31:69. The salaries for software professionals are far higher
than for IT-enabled services since software jobs demand tertiary education (software code writing, project
management skills) while ITES jobs such as such as Business Process Outsourcing positions (on-call support)
can be performed with only primary and secondary education. From the ratio of men and women in each of
these sectors, one can easily conclude that men are earning far more than women in these newly created IT-
sector jobs. Even in other industries such as aviation and telecommunications, which created a massive number
of jobs during 1995-2007, men are likely to earn more than women since men are more likely than women to
occupy senior management positions in these industries. The data on class profiles in Indian Institutes of
Management (IIMs) show that on average, women constitute only 20% of the class. Since senior positions in
corporate India heavily recruit from IIMs, it is easy to conclude that more men get into higher positions than
women. Although some IIMs have witnessed an upward trend, others such as IIM Calcutta have recorded a dip
in the number of women.

In rural areas, the disposable income of females is lower than that of males due to a sizable number of women
working in low-skilled, lower-paid agricultural jobs. In rural India, women are moving into the informal sector
and agriculture, as men move to cities in search of better wages. In the daily wage sector, women command
lower salaries. For example, a woman agricultural labourer would be paid Rs25-40 for a day's work, while a
man would earn Rs50-60. According to the 2000-2001 annual survey of industries by the Labour Bureau, daily
wages for industrial workers was reported as Rs222 for a man's daily wages and Rs85 for a woman's. The UN's
2005 Human Development Report places women's earned income in India as just 38% of their male
counterparts' in rural areas.

To reduce the inequality in the incomes of men and women, the government is increasingly introducing new
schemes to increase the representation of women in the workforce. On 9 September, 2008, the current UPA
government launched an interesting scheme in Andhra Pradesh to make 10 million women in the state
millionaires within the next five years. Under this Indira Kranthi Pratham Scheme, women's self help groups
will be provided loans of Rs1 trillion at an interest rate of 3% through linkages with banks for various
mercantile activities and small businesses such as dairy farming, running bulk milk cooling centres, etc. The
success of such schemes can reduce the widening discretionary income gap that current exists between Indian
men and women. Currently, the shining example of an Indian woman at the top of the earning and power list is
Indra Nooyi, PepsiCo's chairman, who was ranked No. 3 on the Forbes 2008 list of 100 most powerful women
in the world with a total annual package of a whopping US$14.7 million.

Table 63 Mean Annual Disposable Income by Education and Gender: 1995/2000/2002/2004/2006-
2007

As stated
1995 2000 2002 2004 2006 2007

Disposable income by
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education
– Primary (Rs) 12,754.4 19,492.6 21,661.9 25,246.1 30,368.0 33,005.3
– Secondary (Rs) 17,064.2 28,177.1 29,560.2 33,305.7 40,062.7 43,977.4
– Tertiary (Rs) 23,680.1 38,180.8 40,195.7 46,521.9 54,292.6 58,405.8

Disposable income by
gender

– Female (Rs) 5,772.7 8,367.5 7,694.1 9,136.6 11,036.9 12,033.4
– Male (Rs) 12,623.8 21,670.7 25,125.5 29,140.3 35,567.2 39,170.3
Source: National statistical offices, Euromonitor International

Table 64 Mean Annual Disposable Income by Education and Gender (% growth): 1995-2007/2000-
2007

% growth
1995-2007 2000-2007

Disposable income by education
– Primary 158.78 69.32
– Secondary 157.72 56.07
– Tertiary 146.64 52.97
Disposable income by gender
– Female 108.45 43.81
– Male 210.29 80.75
Source: National statistical offices, Euromonitor International

CONSUMER EXPENDITURES

Spending on Consumer Goods and Services

According to McKinsey's 2007 report on Indian consumption, India's rise in income has turned it into one of the
largest consumer markets in the world. The total increase in consumer spending in 1995-2007 was 73.9% and is
expected reach 58.2% in 2007-2015. In 2007, the largest proportion of consumer expenditures was on food and
non-alcoholic beverages, followed by transport and housing. In 2015, these categories will continue to
dominate. The spending on miscellaneous goods and services will be high as on housing by 2015. The rate of
growth in all consumer goods expenditures would be comparatively less in 2007-2015 due to the saturation of
urban areas with these products. The future of growth for these products lies in the untapped rural markets of
India. According to the National Council for Applied Economic Research, for every US$100 earned by an
Indian villager, an urbanite makes US$56 more. Naturally, rural consumption is highly sensitive to the prices of
food, clothing, footwear and toiletries. In contrast, the urban population cares more for value-for-money.
Assuming the 1995 prices of consumer items as a base, the cost of all consumer items increased by almost 100%
from 1995-2007. However, the increase was remarkably less than the increase in the average of CLIFE
countries, which was 660.9%. The reason for this is the cheap labour available in India which reduces the cost
of production of most consumer items. It's no wonder that India has emerged as a favourite destination for the
outsourcing of consumer item manufacturing.

While consumer expenditures on food and non-alcoholic beverages increased by just 9.5% from 1995-2007,
they are expected to grow by 39% over the forecast period. This could be attributed to the global trend in rising
commodity prices. Hotels and catering saw an increase in expenditures of 214.9% during 1995-2007, which are
expected to grow by 76.9% over 2007-2015. As women have started to pursue ambitious careers in urban areas,
they have less time to cook meals at home. Hence their families are buying lunch at the workplace and eating
dinners out in restaurants. Previously, working people carried their lunch from home in the morning. Mumbai's
dabbawallas are famous for delivering home-cooked lunches to offices. Increasingly, companies are providing
canteens or other foodservice options for their employees through contract foodservice providers. Eating out has
increased in urban areas and the cuisines of almost every country can be sampled in big metropolitan cities such
as Mumbai, Delhi, Kolkata and Bangalore. As disposable income increases, there has been an upturn in the
consumption of imported vegetables and poultry. Increased consumption of junk food is also evident in the
rising number of McDonalds, Pizza Hut and KFC outlets in urban areas. The rise in health consciousness among
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urban Indians has led to increased spending on the services of dieticians, nutritionists, weight loss centres and
gyms. An increasing number of Indians are joining weight loss clinics such as VLCC which promises a
transformation from fat to fit quickly and affordably. This trend is especially marked in North India, since the
diet is inherently unhealthy due to a high intake of saturated foods. The rise in health consciousness explains the
huge increase of 203.5% on health goods and medical services expenditures from 1995-2007. The growth is
expected to continue at a rate of 63.3% over 2007-2015.

The increased emphasis on a healthy lifestyle is part of a trend to look fitter and well groomed. The male
grooming sector is now estimated to be a Rs4.5 billion business in India, growing at 15% per annum. Hindi
movies are a major force behind many fashion trends. Indian actors are donning more 'metrosexual' looks and
the popularity of Bollywood movies leads youngsters to emulate their styles. As a result, miscellaneous goods
and services which consist of personal hygiene and grooming products grew by 164.9% in 1995-2007. The
growth in this sector is expected to continue at 66.7% during 2007-2015. With more urban women gaining
financial independence and working away from the home, the awareness of how to use cosmetics has increased.
There has been an upsurge in the usage of colour cosmetics, hair and skincare products among Indian women.
Traditionally, Indian women used henna (a plant product) for colouring their greying hair. However, cosmetic
hair colours from Garnier and L'Oréal are becoming very popular with the increasing use of hair colour for
fashion purposes. Working in IT and BPO environments has meant that Indians are spending more time in air-
conditioned spaces, where body odour becomes more apparent and stifling. In a humid and hot country, it is not
surprising that spending on deodorant has increased.

Many first- and second-tier cities witnessed massive growth in IT and infrastructure projects during 1995-2007.
Due to the high availability of jobs, these cities attract a large number of migrants from the rest of India. In
response to heavy demand, homeowners often try to maximise profits by leasing their houses at very high rents.
Rented houses in India are mostly unfurnished, which results in new tenants having to spend a large part of their
income on household furnishings. Household goods and services spending increased by 81.7% during 1995-
2007 and will continue to increase at 66.6% in 2007-2015. As a result of increased urbanisation, large cities
such as Mumbai, the financial capital of India, face a severe housing crunch. It is common for a family of four
to cramp themselves in a single-room house. Future growth in housing is expected to be at a greatly reduced
pace as urban areas are fast becoming saturated. Housing expenditures increased by a whopping 99.7% from
1995-2007. Expenditures are expected to continue increasing at 61.6% over 2007-2015. Future growth in
housing will take place in satellite towns and smaller cities such as Mangalore, Nasik and Mysore, as
multinational firms establish new bases.

Although non-discretionary items such as food and housing constituted the biggest proportion of consumer
expenditures in 2007, this share would be surpassed by the proportion of spending on discretionary items such
as communications, personal transport and leisure by 2015. People who migrate to cities in search of jobs
frequently travel back home to their native places during festivals. Travel websites have made booking easier
and faster through online ticketing and hotel reservations. The privatisation of the aviation sector has led to
many players to enter the low-cost airline domain. The severe competition between airlines and railways has led
to a fall in ticket prices and has boosted the volume of air travel. As a result, transport spending increased by
209.4% during 1995-2007. The growth will continue at 73.2% in the forecast period.

The public transport system in India that comprises buses and auto-rickshaws is slow, uncomfortable and
inefficient. This has led to increased consumer spending on personal vehicles. While many cities such as
Mumbai, Kolkata and Delhi face extreme congestion and lack of parking spaces, these cities also offer
comparatively better service on local trains and underground suburban rail. As a result, people in these cities are
spending less on personal vehicles. The lower-middle class uses scooters or bikes as modes of family transport,
carrying their wives and children to and from the school, office or market. The middle-income young adult sees
a two-wheeler as a stepping stone to owning a car in the future. Working women from middle-class families are
increasingly spending on two-wheelers to gain greater mobility. As a result, lightweight scooters have become a
popular mode of transport among female students and young mothers.

Communications was the fastest growing consumer sector in 1995-2007, with increased spending of 362.3% in
1995-2007. According to a report by eMarketers, Indian mobile users have grown to 270 million, with a rapid
growth rate of 8 million subscribers every month. India has the lowest tariffs and handset prices in the world.
Many popular entertainment shows such as the Indian versions of 'Who Wants to Be a Millionaire' and 'Indian
Idol' are based on a format that involves participation through text messages. Initially having a mobile phone
was considered fashionable by Indian youth but now it has become a necessity, and it is common for each
family member to possess his or her own handset. Apart from using mobile phones for calling and text
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messaging, Indian youths increasingly use their mobile phones to download music, play games, explore
astrology and share tips.

Table 65 Consumer Expenditures by Product Type: 2000/2005/2007/2010/2015

Rs billions
2000 2005 2007 2010 2015

Food and non-alcoholic 7,532.1 7,901.1 8,182.4 8,900.7 11,375.9
beverages

Alcoholic beverages and 614.8 548.7 585.3 621.3 803.5
tobacco

Clothing and footwear 1,074.1 1,166.6 1,277.2 1,476.2 1,966.9
Housing 2,301.9 2,728.0 3,057.6 3,656.1 4,941.1
Household goods and 608.1 783.0 872.5 1,036.9 1,453.4

services
Health goods and 869.2 1,491.3 1,760.1 2,074.2 2,874.9

medical services
Transport 2,373.2 3,997.2 4,851.8 5,982.9 8,402.6
Communications 219.9 412.0 518.2 644.4 911.7
Leisure and recreation 300.5 415.9 486.4 595.1 874.4
Education 355.9 518.1 603.0 767.4 1,189.4
Hotels and catering 359.8 511.6 611.4 740.5 1,081.7
Miscellaneous goods and 1,512.6 2,250.0 2,482.0 2,993.1 4,136.9

services

TOTAL 18,122.1 22,723.5 25,288.0 29,488.8 40,012.4
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 66 Consumer Expenditures by Product Type (% analysis and % growth)
1995/2007/2015/1995-2007/2007-2015

% of total consumer expenditures
1995 2007 2015 1995-2007 2007-2015

Food and non-alcoholic 51.42 32.36 28.43 34.00 39.03
beverages

Alcoholic beverages and 2.29 2.31 2.01 76.01 37.28
tobacco

Clothing and footwear 5.88 5.05 4.92 49.43 54.00
Housing 10.53 12.09 12.35 99.72 61.60
Household goods and 3.30 3.45 3.63 81.74 66.57

services
Health goods and 3.99 6.96 7.18 203.53 63.33

medical services
Transport 10.78 19.19 21.00 209.43 73.19
Communications 0.77 2.05 2.28 362.29 75.93
Leisure and recreation 1.48 1.92 2.19 125.34 79.77
Education 1.78 2.38 2.97 133.27 97.24
Hotels and catering 1.34 2.42 2.70 214.94 76.92
Miscellaneous goods and 6.44 9.81 10.34 164.93 66.68

services

TOTAL 100.00 100.00 100.00 73.93 58.23
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 67 Consumer Expenditures by Commodity Type: 1995/2000/2005/2007/2010/2015

Rs billions
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1995 2000 2005 2007 2010 2015

Durable goods 377.6 498.5 685.3 769.0 919.9 1,283.9
Semi-durable goods 1,073.4 1,483.7 1,699.5 1,898.3 2,219.1 3,023.4
Non-durable goods 8,514.6 9,977.1 11,392.7 12,602.5 14,484.3 19,679.1
Services 4,573.9 6,162.7 8,945.9 10,018.2 11,865.5 16,026.1

TOTAL 14,539.5 18,122.1 22,723.5 25,288.0 29,488.8 40,012.4
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 68 Consumer Expenditures by Commodity Type (% analysis and % growth) 1995/2007/2015-
/1995-2007/2007-2015

% of total consumer expenditures
1995 2007 2015 1995-2007 2007-2015

Durable goods 2.60 3.04 3.21 103.64 66.95
Semi-durable goods 7.38 7.51 7.56 76.85 59.27
Non-durable goods 58.56 49.84 49.18 48.01 56.15
Services 31.46 39.62 40.05 119.03 59.97

TOTAL 100.00 100.00 100.00 73.93 58.23
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 69 Consumer Prices and Costs: 1995/2000/2002/2004/2006-2007

1995 = 100
1995 2000 2002 2004 2006 2007

Index of consumer prices 100.0 144.0 155.8 167.8 185.1 197.0
(1995 = 100)
Average of CLIFE 100.0 326.2 475.7 605.2 706.0 760.9

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 70 Consumer Prices and Costs (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Index of consumer prices (1995 = 100) 96.96 53.00
Average of CLIFE countries 660.91 434.69
Source: National statistical offices, OECD, Eurostat, Euromonitor International

FOOD AND NON-ALCOHOLIC BEVERAGES

Spending on Food and Non-alcoholic Beverages

Total expenditures on food and non-alcoholic beverages increased by 9.5% from 1995-2007. While spending on
food increased by 6.8%, spending on non-alcoholic beverages such as water, fruit juices, tender coconut water,
lemonade and buttermilk increased by 129.8% during the review period. Per capita expenditures on food and
non-alcoholic beverages grew by 38%, which remains less than the CLIFE countries' average of 51.2%.
Traditionally, working people in India ate all three main meals at home. With the increase of working women in
urban India, there has been an increase in eating out, take-away, home delivery of food and readymade meals.
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According to a 2005 AC Nielsen biannual online survey in 28 countries, urban online Indians are among the top
10 most frequent consumers of fast food in the world with more than 70% of Indians reportedly consuming food
from takeaway restaurants at least once a month. Dinner is the preferred occasion for eating fast food, followed
closely by in-between meals. This penchant for fast food in India is not driven by low prices, as is the case in the
rest of the world, but by hygiene and cleanliness, as reflected in the Nielsen survey. Given the widespread use of
Internet in the country, the leading fast-food chains are increasingly offering discounts on online orders. Other
features such as store locator, exclusive consumer club memberships, games and offers are in place to help perk
up online sales. In 2008, Pizza Hut reported 1.5% of the company's annual Indian revenue of Rs2.7 billion to be
through online discount coupons.

According to CII, the processed food industry is likely to register growth of more than 15% in 2008-2009 owing
to rising exports and an expanding domestic market. Packaged food is considered to be clean, hygienic and of
good quality.

About 70% of organic food produced in India is exported. Due to low consumer awareness about organic food,
supermarkets hardly stock any on their shelves. So it is even more unlikely that smaller pop-and-mom stores sell
organic food. The awareness about organic is gradually increasing in urban areas, and in the future supermarkets
are expected to stock more of it. Similarly, the awareness about genetically modified food has been very low but
is steadily increasing. India has a law prohibiting the sale of any GM food products without the permission of
the Genetic Engineering Approval Committee. On 8 April, 2008, farmers' organisations and other civil society
groups in different states undertook concerted direct actions to highlight the dangers of GM crops. Greenpeace
India in May 2008 reported results of a test conducted on PepsiCo's Doritos Corn Chips, which revealed that the
contents contain genetically modified corn ingredients. As a result of negative publicity, it is likely that Indians
would be wary of spending on GM food in the future.

With most consumers and manufacturers viewing chilled and frozen processed food as being similar, the
demand for chilled processed food remained negligible in both the retail and foodservice channels.

Consumers in India are becoming increasingly health-conscious. Controversies surrounding the safety of
carbonates have caused people to pay more attention to what they are consuming. The intense media speculation
and government actions have led to a change in consumer choices. A shift is being observed from carbonates to
bottled water, fruit and vegetable juices. Even within carbonates, consumers are increasingly opting for non-cola
flavours. There is a conscious effort to move toward healthier drinks, which accounts for the high growth in
spending on non-alcoholic beverages. Unlike as in Western countries such as England or the United States, the
tap water available in Indian cities is often of poor quality and is thus not potable directly. In both urban and
rural areas, people use various methods such as boiling, alum or chlorine tablets to prepare the tap water at home
before consuming it. In urban areas, people often prefer to buy bottled drinking water in restaurants and while
travelling.

Impact

In 2003, the readymade meals market in India was estimated at Rs500 million, with taste and price the
deterrents for a larger market share. The early adopters seemed to be the singles segment, as cooking for one is
not often considered worth the time. By the end of 2007, domestic sales were expected to reach Rs2.5 billion.
The number of home-delivery services is growing with more households entertaining at home to avoid heavy
traffic. Pizza, Chinese and Indian food are popular takeaway items. Pizza chains such as Pizza Hut and Dominos
have hugely successful home-delivery businesses. Several stand-alone food outlets have started home deliveries
within specified delivery areas for orders above a certain amount. Home deliveries are more popular than
takeaway meals, due to the intense traffic congestion in cities such as Mumbai and Kolkata. Sales of chilled
processed food in India remained negligible in 2007, although they are expected to increase in 2007-2015, with
demand stemming from urban consumption. With the growing presence of supermarkets in cities as well as in
smaller towns in different parts of the country, chilled processed food such as fresh-cut fruit and salads are
expected to draw a niche clientele. Adoption of a healthier lifestyle has led to an increase in the consumption of
organic food. According to the Indian Competence Centre for Organic Agriculture, the organic food industry in
India is estimated currently at Rs6 billion with about 60%-70% exported since the awareness of benefits of
organic food remains low. As health consciousness increases among urban consumers, expenditures on organic
food can be expected to increase.

Beverage manufacturers are increasingly emphasising the health and wellness aspect of their drinks. Due to past
controversies on pesticide content in cola, carbonate players have witnessed a slump in sales. To diversify into
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healthy drinks, Coke launched its fruit-based drink Minute Maid, sales of which crossed 2 million units within a
few months of its launch. Bottled water manufacturers are experiencing high growth by differentiating
themselves from the unorganised market by laying emphasis on product quality and safety. A study conducted
by the US-based Earth Policy Institute reported that the global consumption of bottled water has grown by 57%
over the past five years and India has recorded the fastest growth in the world in this sector.

Spending on Soft and Hot Drinks

Spending on coffee, tea and cocoa increased by 14% from 1995-2007. Tea is a common drink in all areas of
India, both rural and urban. India consumes the largest quantity of tea in the world, accounting for nearly 14%
of global retail volume sales. Tea makes up 94% of out-of-home per capita hot drinks consumption, and almost
70% of in-home consumption. However, it ranks 7th in value terms among beverages, due to relatively low unit
prices. Geographically, tea is widely consumed in the North, East and West of India, and is popular with a wide
variety of social classes and consumer age groups. While lower-income workers may prefer strong dust tea,
sophisticated upper-income tea drinkers are likely to prefer a light tea leaf brew. Indians consume 650 million
kilograms of tea annually, although less than 40% of this is branded. The availability of imported tea on retail
shelves has increased and there has been growth in sales of tea bag and flavoured teas.

In South India, coffee consumption is more popular than tea. Coffee chains like Barista and Coffee Day have
become highly popular among urban youth, since cafés provide them a much-needed place to hang out. With
consumption pegged at 70,000 tonnes, branded coffee accounts for 53%, unbranded for 40% and coffee shops
for 7% of sales. The average price of a coffee at these chains is close to Rs50, which is considered to be
expensive by middle- and low-income families who would rather go to the corner shop for coffee that sells for
as low as Rs2 a cup. This is why most coffee chains are restricted to urban areas.

Carbonated drinks such as Coke and Pepsi are highly popular in India and sales run high during the long
summer season when temperatures soar to as high as 40 Celsius in the northern parts of India. The main
consumers are young adults. Many social groups and the medical community have been trying to spread the
awareness of possible harmful effects of excessive soft drink consumption. Despite this, soft drink spending
increased by 610.5% during the review period.

Impact

Owing to the popularity of tea in India, black standard tea constitutes nearly 80% of value sales, although green
tea has seen its popularity rise. Soft drinks such as carbonates also represent a significant threat to the ongoing
dominance of tea in the longer term, with aggressive marketing campaigns from leading multinationals
successfully persuading many young consumers to migrate from tea to soft drinks for various drink occasions.
The tea industry has therefore launched a series of campaigns to promote tea as a health drink. The Tea Board of
India and leading players such as Unilever and Tata Tea have set up a fund of Rs200 million to promote tea
drinking. The pesticide-related controversies over carbonated drinks have provided a good opportunity for tea
marketers to promote the natural aspects of the drink. Malt-based beverages such as Horlicks
(GlaxoSmithKline) and Bournvita (Cadbury Schweppes) are the preferred hot drink in the South, and are also
the fastest-growing. Malt-based drinks are consumed as a substitute for milk in milk-deficient regions and are
favoured for their functional benefits. The number of branded coffee shops is expected to increase in the future
with Starbucks, the world's biggest coffee shop chain, planning to open as many as 1,000 coffee shops in India.

Shopping for Food and Non-alcoholic Drinks

Traditionally, small mom-and-pop stores accounted for the major share of food sales in India. There are close to
5 million local grocers all over the country. They provide informal credit, undertake home delivery and provide
sales in small quantities to help daily wage earners or those from lower-income groups. These stores sell 100
grams of lentils, a quarter kilogram of wheat flour or small sachets of shampoo and pickles, where organised
food retail would deal only in half-kilogram and kilo-sized packs. In the overall food consumption trend, sales
of loose cereals, cooking oils, lentils, pulses and milk is still common. It is also common for consumers to have
a favourite grocer who measures the product, packs it and supplies it. These types of bulk food transactions are
referred to as loose sales in India, and they are being discouraged by the government, because they lead to
problems of adulteration as well as weighing irregularities. The government banned loose sales of oils in 1998, a
decision which gave a boost to packaged oil sales. In small towns and rural areas, storekeepers often maintain
monthly accounts for regular neighbourhood customers and payments are made once a month by the main
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earner, although purchases can be made by the wife or child as well. This system was in place prior to the
introduction of credit cards and it continues to work well for these stores and their customers. Since these stores
are located close to homes, retailers often offer to make free home deliveries. Therefore, without owning a car, a
housewife can get her monthly supply of food, basic toiletries and detergents delivered to her. Organised retail is
a relatively new trend in urban areas. Middle- and high-income families are increasingly switching to
supermarket chains since they offer a greater range of products that consumers can touch and see before they
buy. Many supermarkets have begun to offer home delivery to stay competitive. However, shoppers must still
visit the store to place the order. Middle- and high-income households are increasing buying vegetables and
fruits in supermarkets since they perceive the products as cleaner and fresher than the local grocery's.

While local bakeries provide bread, cakes and biscuits, Indian sweet shops meet the demand for sweets and
savouries. Therefore, while the market for branded, packed savoury snacks is growing, it is still a minuscule part
of the overall market for savoury snacks. Indians still prefer the freshness and variety of the local delicatessen
for these products.

Impact

With an increase in the adoption of credit cards and personal vehicles, middle-class Indians are increasingly
turning to the organised retail format for their food shopping. These shoppers are keen to take up special bulk
purchase offers and deals from supermarkets and hypermarkets which have sprung up in every major city of
India. The Ministry of Commerce and Industry, in the 2007 India Retail Report, expects the value of the
organised retail sector in India to be about US$45 billion by 2010. The organised retail sector is also expected to
generate 10 million-15 million jobs over the next five years. According to the report, food and grocery retail
constitutes the largest proportion estimated to be worth a whopping Rs7,439 billion. The share of the organised
sector within this figure is still extremely small, but it is expected to grow at a rate of 42% in 2008.

Supermarkets offer a wider choice of processed foods – such as jams, pickles, sauces, juices and ready mixes –
than local stores do. This is giving organised food retail high sales value growth, as these stores are selling
higher volumes of value-added foods.

Eating Habits

India's eating habits are highly diverse and tastes and food preferences vary with each region and state. Wheat is
the main cereal eaten in northern and western states, while rice is preferred in the southern and eastern states.
Tamarind and coconut curries are common in South India, while lentil curries are preferred in north. In the
urban areas, Indians have widened their tastes due to an increased number of restaurants serving cuisines from
all parts of the country and world.

According to a survey by the National Sample Survey Organisation, rural diets are more cereal-dependent than
urban diets. Cereals and cereal substitutes account for 38% of rural monthly household food spending. Urban
homes, able to afford more, also spend on processed food and fruits. Cereals account for 71% of caloric intake
in a rural meal, while in an urban meal the percentage is only 58.5%. Per capita meat consumption in India is
estimated to be 5.5 kg per year, which is much lower than the 10.8 kg per year recommended by the Indian
Council of Medical Research. Per capita consumption of meat in India is below the international average
because there is a large segment of the population, close to 20%, that is strictly vegetarian. Beef and pork
consumption is lower than chicken and lamb. Per capita beef consumption is estimated at 1.6 kg compared to
1.8 kg for poultry. Consumption of beef is against the religious sentiments of Hindus, who form the majority
(80%) of the Indian population. Consumption of pork is against the religious sentiments of Muslims (13% of the
population).

Impact

With an increase in discretionary income, there has been an upturn in the consumption of expensive vegetables
such as peas, carrots and cauliflower, mushrooms, lettuce, peppers, celery, leeks and Western herbs, which were
a rarity five years ago. Potato and tomato consumption has increased due to the growth of the crisp and sauce
markets. With an increase in Western eating joints, the consumption of beef and pork has increased in urban
areas. According to the American Agriculture Department, beef consumption is becoming more popular in India
as a source of protein intake as some pulses have become costlier than meat. As poultry is less expensive, its
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consumption has increased in both urban and rural areas. Growth in poultry consumption has been among the
fastest in the world, increasing from 0.2 million tonnes in 1995 to 2.3 million tonnes in 2007.

Branded savoury snacks have shown good growth in the last three years. A survey by AC Nielsen estimates the
annual growth rates in sales at 34%, driven by the relentless advertising of chip manufacturer Frito Lays and
Indian savouries manufacturer Haldirams. With the growth of cold storage at the retail level, the whole market
for frozen foods has developed over the last five years. Although per capita consumption is still very low, year-
on-year sales growth is very high for frozen foods in India. Products such as frozen peas, poultry and meat have
benefited from the growth in organised retail. Dairy products such as flavoured milk, ice cream and milk-based
sweets have been traditionally popular with Indians, especially children. Dairy-based beverages such as
reduced-fat flavoured milk drinks and sour milk drinks are expected to witness double-digit year-on-year
constant value growth over the forecast period of 2007-2015.

Table 71 Consumer Expenditures on Food and Non-alcoholic Beverages:
1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Food 7,315.5 7,348.3 7,093.9 7,358.2 7,741.3 7,813.9
– Bread and cereals 1,990.2 1,909.7 1,626.0 1,472.5 1,412.1 1,408.3
– Meat 387.1 418.4 441.8 404.7 418.3 417.1
– Fish and seafood 148.0 262.4 307.8 337.2 417.9 441.8
– Milk, cheese and eggs 1,272.9 1,463.0 1,515.2 1,502.5 1,618.3 1,642.1
– Oils and fats 558.9 371.3 376.2 567.7 632.4 637.0
– Fruit 434.9 362.4 385.2 418.6 433.1 427.7
– Vegetables 1,758.9 1,694.9 1,648.1 1,834.5 1,935.1 1,953.4
– Sugar and confectionery 445.7 496.3 423.6 415.0 431.7 435.7
– Other food 319.0 369.9 370.0 405.5 442.4 450.8
Non-alcoholic beverages 160.3 183.8 231.8 300.6 352.8 368.5
– Coffee, tea and cocoa 129.2 120.0 121.6 151.6 152.6 147.3
– Other soft drinks 31.1 63.8 110.2 149.1 200.2 221.2

TOTAL 7,475.9 7,532.1 7,325.7 7,658.8 8,094.0 8,182.4
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 72 Consumer Expenditures on Food and Non-alcoholic Beverages (% analysis and %
growth): 1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Food 97.9 97.6 95.5 6.8 6.3
– Bread and cereals 26.6 25.4 17.2 -29.2 -26.3
– Meat 5.2 5.6 5.1 7.7 -0.3
– Fish and seafood 2.0 3.5 5.4 198.4 68.4
– Milk, cheese and eggs 17.0 19.4 20.1 29.0 12.2
– Oils and fats 7.5 4.9 7.8 14.0 71.6
– Fruit 5.8 4.8 5.2 -1.6 18.0
– Vegetables 23.5 22.5 23.9 11.1 15.3
– Sugar and confectionery 6.0 6.6 5.3 -2.2 -12.2
– Other food 4.3 4.9 5.5 41.3 21.9
Non-alcoholic beverages 2.1 2.4 4.5 129.8 100.5
– Coffee, tea and cocoa 1.7 1.6 1.8 14.0 22.8
– Other soft drinks 0.4 0.8 2.7 610.5 246.6

TOTAL 100.0 100.0 100.0 9.5 8.6
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices



Annual gross income India

 Euromonitor International Page 55

Table 73 Per Capita Expenditures on Food and Non-alcoholic Beverages:
1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Food and non-alcoholic 125.72 120.01 112.95 132.16 149.43 173.46
beverages
Average of CLIFE 1,006.07 877.24 916.34 1,188.38 1,349.69 1,520.79

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 74 Per Capita Expenditures on Food and Non-alcoholic Beverages (% growth): 1995-
2007/2000-2007

% growth
1995-2007 2000-2007

Food and non-alcoholic beverages 37.97 44.53
Average of CLIFE countries 51.16 73.36
Source: National statistical offices, OECD, Eurostat, Euromonitor International

ALCOHOLIC BEVERAGES AND TOBACCO

Spending on Alcoholic Drinks

India is a young nation which had a median age of 24 in 2007. With rising disposable income among young
adults in urban areas thanks to a buoyant economy and abundant job opportunities, spending by this consumer
group on alcoholic drinks steadily increased over the review period. With an increase in women in the labour
force, double-income households can afford to give more pocket money to their teenage children who are
spending a greater amount of time socialising with friends in pubs and bars. The popularity of alcoholic drinks
with a trendy image, such as vodka and wine, is picking up among younger consumers, who are expected to
emerge as a significant consumer group for alcoholic drinks in the forecast period of 2007-2015. Consumer
expenditures on alcoholic drinks, such as spirits, wine and beer, increased by 650.3% from 1995-2007. Beer
registered massive growth with an increase in expenditures of 700%. Per capita expenditures for alcoholic
beverages grew by 121.9% while the average expenditures of CLIFE countries grew by only 66.8% from 1995-
2007. Increasing deregulation in the form of lower taxes and greater retailing opportunities for beer and wine
through supermarkets in certain states such as Maharashtra, West Bengal and Chandigarh further increased the
affordability and accessibility of alcoholic drinks. Manufacturers have been actively launching new products
aimed at young consumers. Manufacturers are increasingly coming up with different flavours and attractive
packing for vodka as well as organising on-trade activities such as promotions and events, while more imported
wines from New World countries such as Australia are being introduced to cater to this key consumer group.

Impact

Manufacturers are targeting young working adults with vodka, beer, gin and wine and older consumers with
whisky and brandy. Vodka, gin, beer and wine have been the main beneficiaries of higher spending by young
adults. Vodka recorded an impressive 29% volume CAGR in last five years, while wine registered a CAGR of
30% in volume terms. Shark Tooth, launched by Diageo in 2006 and specifically targeted at men, received a
good response from young male consumers. A Shark Tooth variant with added ginseng also generated consumer
interest among young adults. Propelled by high demand, sales of white spirits are expected to register an 18%
CAGR in volume terms in the next five years. Similarly, wine and beer are expected to see 32% and 13%
CAGRs, respectively.

Spending on Tobacco
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Tobacco has registered a growth in consumer expenditures of merely 4.9%, with the expenditure decreasing by
41.4% from 2000-2007. The per capita expenditure growth on tobacco consumption in India was only 26.7%
compared to the average expenditures of CLIFE countries, which were 81.5% from 1995-2007. The Indian
government has traditionally taken a harsh stand toward cigarettes. Despite representing a relatively small share
of total tobacco consumption in India, cigarettes account for a very large chunk of excise collected from the
tobacco market. Historically subject to yearly excise duty hikes, the Indian government began to levy VAT on
cigarettes in 2007. Moreover, new regulations on cigarette packaging were introduced at the start of 2008, with
all new packs obliged to display written and pictorial health warnings. All forms of advertising by cigarette
manufacturers (including the sponsorship of sports and cultural events) have been banned since 2004. An active
media campaign to discourage smoking has been in place, and as a result many smokers in urban areas have
quit. However, tobacco consumption in rural areas remains high.

Traditionally, smoking by women was considered a social taboo. However, these days many urban women have
started smoking. Tobacco consumption among rural women in the form of powder is fairly common. As a
result, despite the growing awareness of the health risks of smoking, the number of smokers in India has
remained constant. According to the Tobacco Institute of India, the number of cigarettes sold in the country has
remained almost constant since the late 1980s, barring a few fluctuations. In October 2008, India banned
smoking in public places in an attempt to fight tobacco use blamed, directly or indirectly, for a fifth of all deaths
in India, the world's third-largest consumer of tobacco. The ban includes schools and colleges, pubs and
discotheques, hospitals and bus stops. Offenders will be fined Rs200 (US$4). On average, a packet of cigarettes
costs about Rs50. It will affect an estimated 240 million tobacco users, who are likely to find their homes and
cars among the last few places to light up, but implementing the ban could be a problem and much will depend
on compliance rather than enforcement.

Impact

Given the high taxes levied on cigarettes, many people find it more economical to procure their favourite brands
from contraband suppliers. As a result, the illicit trade in cigarettes is a thriving business in India. As the price
differential between legitimate, duty-paid products and smuggled products continues to expand, this means that
contraband trade is only expected to increase in the future. Moreover, this situation will continue to be
compounded by the fact that laws relating to contraband trade in cigarettes are poorly enforced. The Indian cigar
sector continued to develop at a dynamic pace in 2007. Demand for cigars in India is still emerging, driven by
rising disposable income, Western influences and the perception of cigars as a lifestyle accessory or symbol of
affluence. All of these factors should continue to support robust growth in cigar volume sales in 2007-2015.
NRT (Nicotine Replacement Therapy) smoking cessation assistance products are not very popular in India. In
2007, these products were available over the counter, but only in gum or patch formats.

Shopping for Alcohol and Tobacco Products

During 1995-2007, growth in spending on alcoholic drinks was comparable to growth in spending on soft
drinks, but much higher than growth in spending on food. Due to an increase in disposable income, the
proportion of discretionary spending also increased. While to buy alcohol one needs to go to special shops or
supermarkets, tobacco is available at corner shops. Unlike small corner groceries which sell cosmetics and
groceries, alcohol is not sold at these general mom-and-pop stores. Tobacco products such as cigarettes are
commonly sold in these small corner shops. Consumption of alcohol mainly takes place outside the home, in
pubs and restaurants. The legislation surrounding the retailing of alcoholic drinks witnessed some liberalisation
efforts in the last couple of years. State governments have eased regulations for the off-trade retailing of
alcoholic drinks. Many states such as Maharashtra, West Bengal and Chandigarh permit the retailing of beer and
wine in supermarkets. As a result of the easing of regulations, Diageo, the world's leading spirits, wine and beer
maker, tied up with retail giant Reliance Retail for the distribution of wine in 2007. The legal age for buying and
using alcohol and tobacco products in India is 18. This law is poorly enforced, as alcohol and tobacco retailers
rarely ask for proof of age, and offenders who are caught are frequently able to evade punishment by bribing
officials. According to Indian anti-tobacco laws, a fine of up to Rs200 can be imposed on any person found
selling tobacco products to anyone below the age of 18. In reality, such fines are hardly ever imposed. Due to
poor enforcement of laws restricting minors from smoking, an estimated 17.5% of Indian children aged 13-15
consume tobacco in some form according to the World Health Organisation. Due to easy access of cigarettes at
corner stores, tobacco use among schoolchildren increased during the review period. As per a study published in
the Indian Journal of Cancer, 37.6% of the 1,255 total students who participated in the study reported using
tobacco.
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Impact

Alcoholic drinks are expected to post a strong performance in 2007-2015 riding on changing demographics,
higher disposable income, increased social acceptance of drinking liquor and regulatory changes. Consumption
through retail sales is now almost four times wholesale levels. With a number of international players slated to
launch their brands on the Indian market, category investment, product availability and promotions are bound to
increase, which will provide a wider range of choices for Indian consumers. Moreover, current low per capita
consumption in India is expected to provide room for growth in the forecast period.

Drinking Habits

Indians have a conservative attitude toward alcohol and, traditionally, alcohol consumption has been
discouraged. The increase in alcohol consumption is viewed as an effect of the Westernisation of Indian society.
Thus alcohol is mainly consumed in pubs and restaurants. In urban high-income families, alcohol is consumed
at family celebrations as well, although it is rare in middle- and lower-income families. Tea is usually
considered to be the national drink, which is consumed almost every day by everyone from 10 to 70 years old.
In contrast, alcohol consumption is more occasional and is mainly limited to the 20-50 age group. Wine tasting
and wine appreciation classes are growing in popularity in urban areas. Spurred by the presence and growth of
two quality local wine makers, Grover Vineyards and Sula, men and women are drinking more wine than in the
past. However, with consumption restricted to a small urban minority, per capita expenditures on alcohol
consumption in India are much less than the average of CLIFE countries. In India, per capita expenditures on
alcohol and tobacco stood at US$12.41 while the average in CLIFE countries was US$374.33. According to the
National Institute of Mental Health and Neuroscience, alcohol-related problems account for more than one-fifth
of hospital admissions. Due to the significantly lower age at which modern teens and young adults begin
drinking, the institute estimates that 20% of the adult population is at risk for alcohol-related health problems.
The government of India has funded 483 detoxification centres and 90 counselling centres nationwide to treat
people with substance abuse disorders.

Impact

Due to a conservative attitude toward drinking, consumption of alcohol takes place in bars and pubs. Bars in
India are not considered respectable unless they are attached to a hotel. Stand-alone bars have always been a
male-only preserve. This has resulted in most people preferring to buy their liquor from retailers and organising
their own drinking parties, which are also seen as better value-for-the-money. There has been a recent change in
this trend, as premium pubs and bars have opened, especially in Bangalore and Mumbai. These new
establishments also have dance floors and attract a mixed audience. This trend has resulted in a higher growth in
trade sales. Indians generally prefer strong liquor. India-made foreign liquor, referred to as IMFL, is strong and
has high alcohol content, providing a 'buzz' very quickly. Even among beers, stronger types are growing faster
than regular or light varieties. Spirit per capita consumption grew more than 40% in the last five years. Wine
drinking increased largely due to a perception that it is good for health. With alcohol content at just over 10%,
urban women and the elderly are increasingly drinking wine. According to Assocham, the Indian wine market is
currently about 5 million litres in volume terms and Rs5 billion in value terms. It is estimated that the domestic
wine market, currently growing at 20%, will grow at 25% by 2010.

Smoking Habits

According to government data, 58% of males and 38% of adults over the age of 15 are smokers. The number of
women smokers in India is estimated to be rising by about 6% annually. The number of female tobacco users is
estimated at 60 million. The largest proportion of India's female smokers resides in the rural belts; these women
are primarily beedi smokers. In the southern state of Andhra Pradesh, a high tobacco usage region, 67% of
women are estimated to use tobacco in some form. The prevalence of smoking is rising among urban women,
particularly those in higher income groups. Many women take up the habit as a means of relieving stress. Also,
social acceptance of women smokers is increasing, especially in India's larger urban centres. In early 2008 the
number of beedi smokers in the country was reported to be almost eight times as high as the number of cigarette
smokers, while about 10 million children under the age of 15 were addicted to tobacco in some form.

While smoking has always been socially acceptable in India, attitudes in urban areas have begun to harden. As
awareness about the harmful effects of smoking increases, due in part to the activities of the anti-tobacco lobby,
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smoking in public has become increasingly stigmatised in larger cities. In 2008, the government banned
smoking in all public spaces. Strict regulatory controls and high taxes have traditionally failed to reduce the
number of cigarette smokers in India. As older smokers quit or pass away, there are always plenty of younger
Indians willing to take up the habit to look trendy and cool.

Tobacco is the most common preventable cause of death in India. According to Ministry of Health estimates,
tobacco kills about 800,000 people in the country every year, and renders thousands more disabled or seriously
ill. Heart disease and cancer are the main tobacco-related diseases. More than 2 million Indians die of heart
disease annually, many of them tobacco users. Between 50% and 70% of cancer deaths in the country each year
are attributable to oral cancers. India has the highest incidence of oral cancer in the world, accounting for almost
90% of cases worldwide. This reflects the fact that chewing is the most common method of consuming tobacco
in the country. Overall, smoking currently causes 800,000 deaths a year in India, 550,000 of them among men
aged 25-69. The number of deaths could double by 2025 if current smoking patterns persist.

Impact

In 2006, chewing tobacco accounted for approximately 48% of total tobacco volume sales. Beedis and other
smoking tobacco products accounted for a volume share of 38%, while cigarettes accounted for a volume share
of just 14%. To reduce the growing addiction to smoking, taxes and duties on cigarettes have been rising
steadily for the past five years. These efforts appear to have had some effect, as the number of smokers in 2005
was unchanged from the previous year. The proportion of male smokers has actually dipped slightly, although
this fall was replaced by an upturn in the number of women smokers. India's largest tobacco company, ITC, has
anticipated a fall in sales and has steadily diversified its business interests to reduce its dependence on tobacco.

Table 75 Consumer Expenditures on Alcoholic Beverages and Tobacco:
1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Alcoholic drinks 36.7 85.6 145.0 186.6 244.2 275.0
– Spirits 24.2 54.5 91.8 119.1 156.6 176.5
– Wine 3.9 9.0 15.5 20.1 26.3 29.8
– Beer 8.6 22.1 37.7 47.4 61.3 68.7
Tobacco 295.9 529.1 427.6 349.3 318.5 310.3

TOTAL 332.6 614.8 572.6 535.9 562.7 585.3
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 76 Consumer Expenditures on Alcoholic Beverages and Tobacco (% analysis and %
growth): 1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Alcoholic drinks 11.0 13.9 47.0 650.3 221.1
– Spirits 7.3 8.9 30.2 630.2 224.1
– Wine 1.2 1.5 5.1 666.4 229.2
– Beer 2.6 3.6 11.7 699.7 210.4
Tobacco 89.0 86.1 53.0 4.9 -41.4

TOTAL 100.0 100.0 100.0 76.0 -4.8
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 77 Per Capita Expenditures on Alcoholic Beverages and Tobacco:
1995/2000/2002/2004/2006-2007
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US$ per capita
1995 2000 2002 2004 2006 2007

Alcoholic beverages and 5.59 9.80 8.83 9.25 10.39 12.41
tobacco
Average of CLIFE 224.46 206.22 223.76 298.14 329.24 374.33

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 78 Per Capita Expenditures on Alcoholic Beverages and Tobacco (% growth): 1995-
2007/2000-2007

% growth
1995-2007 2000-2007

Alcoholic beverages and tobacco 121.87 26.67
Average of CLIFE countries 66.76 81.52
Source: National statistical offices, OECD, Eurostat, Euromonitor International

CLOTHING AND FOOTWEAR

Spending on Clothing and Footwear

Rising disposable incomes have led to the growth of an entire clothing and footwear market. Rising incomes
will also mean that labour costs rose, which made ready-to-wear apparel cheaper than tailored clothes. Spending
on clothing increased by 49.3% from 1995-2007. Growth in spending on clothing material and garments was
close to 50% while cleaning, repair and rental increased by 35.4%. In 2006, industry estimates suggested that as
much as 85% of consumer demand was still being met by tailored clothing. This indicates the latent potential for
ready-to-wear clothing in years to come. Per capita expenditures in India in 2007 on clothing and footwear were
US$27.08 compared to the average of CLIFE countries, US$580.07. This spending is also much less than the
per capita spending on food and non-alcoholic beverages, which was US$173.46. Tailored clothes are popular in
small cities and rural areas as it is widely perceived that tailors can add an individual touch to make each outfit
unique. It is common for every neighbourhood to have a street tailor. Housewives often set up little tailoring
units in their homes run on a cash transaction / no bill / no tax basis. This is highly prevalent in rural areas,
which drives down the per capita cost of clothing. India ranks second among footwear-producing countries after
China. Spending on clothing and footwear has been fuelled by the opening of large shopping malls in big cities
such as Delhi, Mumbai and Bangalore. Although branded clothes by Nike and United Colours of Benetton are
highly popular with the affluent class, they are considered expensive by middle-income families. To tap into the
desire of these families to wear trendy but affordable clothing, chains like Westside and Shoppers Stop offer
Indo-Western clothes at very affordable prices which are especially popular among girls aged 15-25.

The footwear industry is a significant segment of the leather industry in India. Footwear is relatively cheap in
India due to its low cost of production, given abundant raw material, cheap labour and a large domestic market.
Rural and urban spending is comparable in the footwear segment, which grew by 50.3% during the review
period.

Impact

International brands in formal wear, casual wear and lingerie have increasingly started to set up shop in a
number of fast-growing shopping malls in urban areas. According to the estimates of retail research firm
RNCOS, the domestic market for men's apparel is rapidly expanding and is expected to experience an annual
average increase of 14.9% over 2008-2010. In 2007, the men's apparel industry was mainly dominated by shirts
(in value terms), accounting for 36.5% of the total men's segment. Increasing at an annual rate of 24%, the
branded apparel industry for men will reach US$6.2 billion by 2010. The demand for readymade garments in
rural India is expected to increase at an annual rate of 16.5% to reach US$10.4 billion by 2010. With an increase
in the number of professional women, retail sales of clothing for women have boomed. From 2005 onward,
growth in women's clothing has outpaced men's clothing. This trend is expected to continue with women's
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clothing expected to witness a CAGR of 9% in 2007-2015. An increase in the discretionary income of mothers
is also likely to lead to an increase in expenditures of children's wear. Infant clothing especially is likely to see a
CAGR of close to 16% in the future. RNCOS estimates that Western wear, along with lingerie, will emerge as
the fastest-growing segment. The branded women's apparel market is projected to rise at a rate close to 25% to
surpass Rs180 billion by 2010.

Urban consumers are willing to spend more for value-added features such as stain resistance and wrinkle-free
clothing, all of which are currently niche markets. Similarly, in footwear, given the tropical weather, volume
growth will come from open sandals and flip-flops. However, men's premium leather shoes are seeing good
value growth, as consumers look for branding and styling. The Indian footwear retail market is expected to grow
at a CAGR of more than 20% for the period spanning 2008-2011. The Indian footwear market is dominated by
men's footwear, which accounts for nearly 58% of the total Indian footwear retail market. Casual footwear
makes up nearly two-thirds of the total footwear retail market. As footwear retailing in India remains focused on
men's shoes, there exists a plethora of opportunities in the exclusive ladies' and kids' footwear segments, as no
organised retail chain has a national presence in either of these categories. With an increase in the proportion of
the employed population, the formal footwear market is expected to increase for both men and women.

Shopping for Clothing and Footwear

In 2007, the central government made a provision to allow 51% FDI in single-brand retail outlets. Clothing
retail, at 36% of organised retail, is the largest sector in retail business in India. In addition to branded retail
clothing, thousands of tailors present all across the country cater to India's population. The Indian women's
national costume of a sari needs a blouse requiring a personal fit. Most women visit their local tailors to have
their blouses made. In rural areas, most traditional Indian clothes are still purchased from local tailors. In urban
areas, more working women are wearing Western wear. These women prefer to buy readymade clothes from
branded retail stores. Tailored clothes are still less expensive in India than ready-to-wear apparel, and thus are
preferred by lower- and middle-income groups. For clothing such as suits, jackets and ethnic wear, customers
prefer tailored clothes. The market for unstitched fabric was estimated at Rs326 billion in 2006 by Apparel, the
Indian trade magazine. As a result, retail sales of ready-to-wear apparel are not reflective of the total clothing
market in India. The urban landscape is dotted with many small- to medium-sized unbranded clothing retailers,
who source clothes from various suppliers and sell them under a store name. Lower- and middle-income
families prefer to buy from such stores while high-income families prefer to buy from branded labels of large
retail chains. Ready-to-wear apparel is increasingly becoming more popular than tailored clothes as it is viewed
as hassle-free and convenient. The ready-to-wear sector also offers special promotions and festival discounts, as
opposed to tailors who usually don't.

Impact

Despite the growth in clothing retail, the organised sector still accounted for less than 5% of total retail sales in
2006, indicating the potential for future growth. The growth of organised retail led to a rise in private-label
clothing and footwear in India. The growth of private labels in turn led to price wars, promotions and a fall in
average unit prices. This led to an increase in buying clothes at retail stores, then having them custom tailored as
needed. Traditionally, Indians prefer to have their ethnic wear stitched by tailors. However, giant retail chains
such as Westside, Globus, Pantaloons and Shopper's Stop offer a wide variety of Indo-Western and Indian wear
at affordable prices. The stores also offer the latest Western wear for men, women and kids and are popular with
people from all ages. However these stores are restricted only to big metropolitan cities. In smaller cities and
rural India, people still buy clothes from unbranded retail stores and flea markets.

Traditional Clothing

In urban areas, men traditionally wear shirts and trousers while women mainly wear a salwar kameez. Women
in the rest of India mainly wear saris. The traditional style of clothing for men and women in rural India varies
according to the region. In northern and western India, men mainly wear a kurta-pyjama. In southern areas, men
mainly wear a shirt and lungi, while in the eastern regions they mainly wear a kurta and dhoti. Traditional
footwear consists of chappals and sandals usually made of non-leather items such as plastic or rubber.

Impact
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The traditional sari dress is still highly popular among women from both urban and rural areas, although urban
women often prefer to wear it for special occasions such as weddings, parties and other social gatherings.
According to a survey by The Economic Times, from 1998-2008, the annual growth in sari sales was 8.8%. The
survey reported that saris made more money in the clothing market by comparison to Western wear.
Increasingly, Indian women are opting for Indo-Western clothing, which consists of Indian attire such as the
salwar kameez made in a Western style or Western clothes made in Indian fabrics and prints. Success of retails
stores like FabIndia that market Indo-Western clothes for both men and women is a testimony of the continuing
popularity of traditional clothing among the younger generation.

Fashion Trends

Fashions trends in India are mainly influenced by the Hindi movie industry. The dressing styles of movie stars,
who have an enormous following among fans, are readily emulated by those aged 15-25. Traditionally, Indian
women dress conservatively and it is not considered proper to wear revealing or tight clothes. It is very common
for women in the modelling and film industries to wear clothes which would be deemed inappropriate in daily
life. The influence of the West through TV channels such as MTV and Channel V also has had an impact on the
dressing sense of young Indians. As a result there is an increasing trend in urban areas for women to wear
Western clothes. Commonly the school uniform consists of a shirt and trousers for boys and skirt or salwar
kameez for girls in both rural and urban areas. In urban workplaces, Indians are increasingly turning to Western
wear with men wearing formal suits and women donning skirts and trousers. In rural areas, there is usually no
formal clothing for the workplace since most of the labour is unorganised. Dressing depends on the occasion;
during festivals and weddings, Indians and especially women like to wear traditional clothing.

Clothing and footwear retail space has become quite competitive with both national and international brands in
the last five years. Erstwhile monopolistic brands such as footwear specialist Bata now has to compete with
many rivals on the market. The street market in India is very vibrant, with low-priced goods catering to the
lower economic classes. These products include copied brand knock-offs using forged logos, which are very
popular with lower-income people who cannot afford the genuine brands.

Impact

As working men and women increasingly adopt Western styles of clothing, sales of formal clothes, such as
suits, coats and trousers are expected to witness high growth in upcoming years. Innerwear, which has long
performed below par in India, is also expected to see good growth in the future. Many of the Indian fashion
designers who design clothes for Bollywood movie sets have started their own successful clothing labels, which
cater to the tastes of high-income families. In recent years, the fashion industry has started showcasing its work
in ramp shows such as India Fashion Week to promote Indian haute couture. Efforts are on to make traditional
Indian mass fabrics such as cotton the future of Indian haute couture. Retail brands such as Koutuns and Cotton
County are expected to grow in sales and profits with their product lines that market cotton clothes as premium
products.

The success of branded clothing stores such as Pantaloon, Westside and Shopper's Stop has made erstwhile
textile manufacturers turn to apparel marketing. In the future, large textile chains – Vimal from Reliance
Industries, Siyarams and S. Kumar's, for example – are expected become strong apparel brands. There is a
greater awareness of foreign brands as a result of exposure to the Western media. As disposable income rises,
Indians increasingly spend on international lifestyle symbols. Gap, Benetton, Adidas and Reebok are some of
international brands that can be very commonly seen on India's high streets. Reebok leads the sports footwear
market in India, outdoing Nike and Adidas. According to a report by Financial Express, outdoor sports footwear
is growing at a steady 9% due to an increase in popularity of outdoor sports among the young.

Table 79 Consumer Expenditures on Clothing and Footwear: 1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Clothing 765.6 951.6 897.0 983.3 1,080.1 1,143.2
– Clothing materials 20.1 25.9 24.6 25.5 28.2 29.9
– Garments 603.9 757.5 723.1 795.3 869.8 922.4
– Other clothing 63.5 72.0 67.6 72.9 80.9 85.2
– Clothing cleaning, 78.0 96.2 81.6 89.6 101.2 105.6



Annual gross income India

 Euromonitor International Page 62

repair and rental
Footwear 89.2 122.5 101.1 113.6 128.6 134.1

TOTAL 854.7 1,074.1 998.1 1,096.8 1,208.7 1,277.2
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 80 Consumer Expenditures on Clothing and Footwear (% analysis and % growth):
1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Clothing 89.6 88.6 89.5 49.3 20.1
– Clothing materials 2.3 2.4 2.3 49.1 15.7
– Garments 70.7 70.5 72.2 52.7 21.8
– Other clothing 7.4 6.7 6.7 34.1 18.3
– Clothing cleaning, 9.1 9.0 8.3 35.4 9.8
repair and rental
Footwear 10.4 11.4 10.5 50.3 9.4

TOTAL 100.0 100.0 100.0 49.4 18.9
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 81 Per Capita Expenditures on Clothing and Footwear: 1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Clothing and footwear 14.37 17.11 15.39 18.93 22.31 27.08
Average of CLIFE 417.66 358.08 362.84 464.58 520.07 580.07
countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 82 Per Capita Expenditures on Clothing and Footwear (% growth): 1995-2007/2000-2007

% growth
1995-2007 2000-2007

Clothing and footwear 88.36 58.21
Average of CLIFE countries 38.89 62.00
Source: National statistical offices, OECD, Eurostat, Euromonitor International

HOUSING

Spending on Housing

The proportion of housing within total consumer expenditures increased from 10.5% in 1995 to 12.1% in 2007,
and is expected to increase to 12.4% in 2015. After food, beverages and transport, housing forms the third-
largest proportion of total consumer expenditures. The per capita expenditure of US$64.82 remains much lower
than the average of US$1,728.80 in the CLIFE countries. A report by the nongovernmental organisation Action
Aid estimated that the total homeless population in India was 78 million in 2003. The study shows that
homelessness was caused by extreme poverty, the unavailability of low-cost housing, unstable employment,
unemployment and destitution or family abuse. Pavement dwellers are a common sight even in urban areas. Of
an estimated population of about 14 million Indians who live in the megacity of Mumbai, only about 35% live
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in 'regular' permanent housing. The other 65% live in informal settlements, which for more than one-third of
those people means squatting on sidewalks and under bridges. The rest, nearly 6 million people, occupy
settlements on private and public open lands, some of which are more than 50 years old. Located in the heart of
Mumbai, Dharavi is the world's biggest slum with a population of more than 600,000 people residing in 100,000
makeshift homes.

India has very low mortgage penetration as seen from the mortgage to GDP ratio of about 2% as compared to a
mortgage to GDP ratio of more than 51% in the United States and 15%-20% in other Asian countries. The
Indian government's decision to allow foreign direct investment in housing led to a high demand for real estate
and an increase in property prices. With rising national income and the lowering of interest rates on housing
loans, consumers are spending more on housing. As a result per capita expenditures on housing saw impressive
growth of 151.8% from 1995-2007. Due to increased urbanisation, large cities have witnessed an increased
demand for housing, which has pumped up prices for consumers. Authorities are planning to build about
500,000 inexpensive rental homes, targeted at low-income groups, to be built within the next three years in an
effort to stop the proliferation of slums in Mumbai.

Impact

Since most of the housing boom has been driven by the middle-class and high-income consumer, realty firms
such as Omaxe are trying to tap into the low-income consumer market with a US$20 billion investment to
develop 1 million 'affordable' homes for this market. Although currently metros dominate the share of housing
loans, increasingly people from smaller cities are joining the housing loan bandwagon. NHB (National Housing
Bank) has estimated the overall housing shortage to be at 31.1 million units, specifically in rural India.
Currently, less than 15% of the total housing loan disbursements go to rural areas. NHB has started a
programme named Productive Housing in Rural Areas (PHRA) to increase the flow of loan capital to rural
areas. Currently, slum dwellers in areas such as Mumbai do not have access to basic amenities such as
electricity, water and gas. An increase in spending on housing in the future will lead to increased spending on
essential utilities.

Renting Vs Buying

Increasingly consumers are moving out of rented houses to buy their own house. In 1995, the proportion of
rental housing was 19.4% of total housing expenditures, which fell to 19% in 2007. The growth in absolute
expenditures was 95.6% from 1995-2007. The increase in expenditures can be attributed to rising house rents in
urban areas due to high demand and low availability of housing stock. With an increase in disposable income
and a shift in demographic profile, the Indian home loan market has witnessed a distinct shift in the age of
borrowers. Whereas in 1995 buyers were in their late 30s and early 40s, today a greater number of buyers are in
their early 30s. In 2007, a majority (83.3%) of households in India were homeowners without mortgages, while
5.4% had mortgages. Only 10.4% of the households lived in rented houses. It is expected that from 2007- 2015,
the number of homeowners with mortgages will show major growth at 38.3%, while those with rented houses
would decline at 6.5%. This trend has been fuelled by a number of factors such as the tax rebates on housing
loans announced in recent budgets, a lowering of real estate prices to affordable levels, the slashing of home
loan interest rates from 1995 levels and greater professionalism being exhibited by developers in the timely
completion of projects.

Impact

The housing boom in India has fuelled demand for home furnishings. The unorganised home furnishings market
is fast becoming branded. While brand leader Bombay Dyeing has been trying to retain its dominance in the
category, brands belonging to Welspun, Portico and even mattress-maker Kurlon have entered the domain of
home furnishings with an added thrust on retailing. According to 2007 estimates of the Indo-Italian Chamber of
Commerce, the Indian furniture market is worth US$8 billion, with the organised sector (15% of the total
market) growing at 30% CAGR. Wooden home furniture forms the biggest sector in home furnishings.
Household furniture designs are region-specific and there is an increasing trend toward imported furniture in
affluent households. Plastic furniture is popular in middle- and low-income households and firms are
increasingly marketing plastic furniture as designer items.

Utility Costs
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Due to rising global energy prices, total consumer expenditures on electricity, gas and other fuels saw growth of
92.9% from 1995-2007. With an increase in disposable income, more consumers are buying domestic electrical
appliances. Volume sales of domestic electrical appliances have been growing annually by 9%-10%. Due to an
increase in electricity usage, utility costs continue to form the largest share of consumer housing expenditures.
However, the proportion of electricity, gas and other fuels in total housing expenditures declined from 44.7% in
1995 to 43.2% in 2007. This could be attributed to the fact that several state governments in India provide
electricity at subsidised rates or even free to some sectors of society, such as farmers and backward classes. The
subsidies are compensated by other users such as industries and private consumers, who pay for the deficit
caused by the subsidies. India's electricity-supply industry is mainly owned and operated by the public sector.
According to the International Energy Association's assessment of the power situation in India, the gap between
supply and demand of electricity is high, the quality of power is poor and access to electricity is low in rural
areas. According to key world energy statistics, current per capita power consumption in India is about 612 kwh
per year while the world average is 2,596 kwh. Power cuts are a common phenomenon in urban areas
throughout the year, during which households often can go without power for two to eight hours. Due to
uncertainty in the supply of energy, many households have to make large investments in standby generators.
Water and sewage forms the smallest share of housing expenditures, although it increased from 2% in 1995 to
3.5% in 2007. The water supply is free of charge but the water is often of dubious quality and only on an
intermittent basis. Before consumption, it is common for households to boil, filter or use some chemicals to
purify the water for drinking purposes. A 2007 study by the Asian Development Bank showed that in 20 Indian
cities the average duration of supply was only 4.3 hours per day and no city had continuous supply.

Impact

Due to frequent power cuts, Indian consumers are increasingly opting for household electricity generators called
'inverters'. There is high demand for inverters and sales have gone up manifold. According to trade figures, the
organised market for home inverters is about 30 million units annually. The price of big brands such as Su Kam,
Microtek, Whirpool, Xenon and Numeric – more than Rs10,000 – is a major deterrent for middle-income
buyers.

Due to the quality of the water supply in cities and rural areas, water-borne diseases are on the rise. As a result,
consumers are increasingly spending on water-purification products. Traditionally boiling, filtering and
chemicals like alum and chlorine were used for purifying water. However, these methods are time-consuming
for the women who are engaged in this activity. As more women enter the workforce, electrical water purifiers
are becoming popular. Aquaguard's popularity with the consumer has made it synonymous with a water purifier
in India. In 2007, Philips India also forayed into the Rs4.5 billion domestic water purifier appliance market, with
the launch of its Intelligent Water Purifier.

Maintenance and Repair

Maintenance and repair costs form one of the smaller shares of total housing costs and saw growth of 71.2%
from 1995-2007. The proportion of maintenance expenditures decreased from 4.1% in 1995 to 3.6% in 2007.
The low spending on maintenance is due to the easy availability of cheap labour. Electrical jobs, gardening,
carpentry, plumbing and painting are done by unorganised labour specialising in each of these jobs for as little
as Rs200, depending on the time required. The electrical and plumbing handyman is readily available on call in
every locality of India. As a result do-it-yourself (DIY) equipment has not traditionally been popular in the
country. Marketers and manufacturers mainly target their products at professionals, so product instructions are
incomplete or brief. Products are also not packaged with the necessary fixtures (screws, paintbrush, etc.) to
allow for ease of DIY use.

Impact

DIY sales in India have been defined as retail sales to the buyer/homeowner, even if the buyer/homeowner is
not. A involved in installation combination of factors such as urban migration, declining household sizes and a
young population, is leading to growing demand for urban housing. These factors, coupled with good GDP
growth and easier home financing over the last few years, led to a boom in India and, as a result, DIY sales
soared. Paint/home decoration has traditionally been a high-growth area in India. The leading DIY player in
India is Asian Paints Ltd. with sales of more than Rs10 billion in 2006. It still only commanded a 7% share of
total DIY sales in 2006, which gives an indication of the level of fragmentation in the sector. Hardware stores
accounted for 98% of DIY sales. Electrical switches are a booming market and market leader Anchor is facing
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competition from foreign players such as Legrand. With urban housing demand going strong, DIY sales are
expected to almost double.

Table 83 Consumer Expenditures on Housing: 1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Actual housing rentals 297.6 414.9 461.7 481.7 544.7 582.1
Imputed rentals for 454.5 642.9 719.0 749.7 874.2 939.4

housing
Maintenance and repairs 63.4 83.3 94.8 94.5 102.1 108.6
Water and sewerage 30.6 78.4 83.1 88.8 95.8 106.2
Electricity, gas and 684.9 1,082.4 1,160.2 1,182.6 1,244.8 1,321.3
other fuels
– Electricity 140.6 206.2 250.6 270.2 287.6 310.9
– Gas 56.4 162.4 201.9 243.9 301.5 323.5
– Liquid fuels 82.8 179.6 161.8 131.3 113.3 125.7
– Solid fuels 405.1 534.2 545.9 537.2 542.4 561.2

TOTAL 1,530.9 2,301.9 2,518.9 2,597.4 2,861.6 3,057.6
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 84 Consumer Expenditures on Housing (% analysis and % growth): 1995/2000/2007/1995-
2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Actual housing rentals 19.4 18.0 19.0 95.6 40.3
Imputed rentals for 29.7 27.9 30.7 106.7 46.1

housing
Maintenance and repairs 4.1 3.6 3.6 71.2 30.4
Water and sewerage 2.0 3.4 3.5 247.7 35.5
Electricity, gas and 44.7 47.0 43.2 92.9 22.1

other fuels
– Electricity 9.2 9.0 10.2 121.2 50.8
– Gas 3.7 7.1 10.6 473.6 99.2
– Liquid fuels 5.4 7.8 4.1 51.9 -30.0
– Solid fuels 26.5 23.2 18.4 38.5 5.0

TOTAL 100.0 100.0 100.0 99.7 32.8
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 85 Per Capita Expenditures on Housing: 1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Housing 25.75 36.68 38.84 44.82 52.83 64.82
Average of CLIFE 1,264.52 1,210.30 1,303.95 1,728.87 1,968.07 2,224.63

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 86 Per Capita Expenditures on Housing (% growth): 1995-2007/2000-2007

% growth
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1995-2007 2000-2007

Housing 151.75 76.73
Average of CLIFE countries 75.93 83.81
Source: National statistical offices, OECD, Eurostat, Euromonitor International

HOUSEHOLD GOODS AND SERVICES

Spending on Household Goods and Services

Expenditures on household goods and services increased by 81.7% from 1995-2007. Growing urbanisation and
greater awareness about hygiene among Indian consumers are the primary growth drivers behind sales of
household care products. Expenditures on laundry care and insecticides command the bulk of household care
purchases. Surface care, toilet care and air care products have relatively small market share but are expected to
grow in the future. Consumers are increasingly upgrading from insecticide coils to electric insecticides and
sprays. The proportion of household goods in total consumer expenditures was 3.5% in 2007. By contrast the
proportion of food was 32.4%, transport 19.2% and housing 12.1%. With the steady fall in duty rates and easing
of import restrictions, many Indian consumers can afford to regularly purchase imported household care
products. However, usage remains confined to urban areas, which explains the low per capita expenditures as
compared to the CLIFE countries' average. Traditionally, women spend more on buying soft furnishings and
kitchenware than men do. An increase in the discretionary income of women has led to increased spending on
household goods and services across all income segments.

Impact

Due to an increase in the number of households, there has been steady volume growth in the cookware and
furniture segments. Cookware is the largest subsector in the housewares and home furnishings market in India,
accounting for 33% of retail sales value in 2006. The subsector will continue to grow at a CAGR of 4% in
constant value terms until 2011. The drop in household size could also see a shift in sales to smaller capacity
cookware and kitchenware. Smaller pressure cookers, woks and frying pans are likely to see higher growth.
Similarly the four-seater dining tables are expected to see greater growth than six-seater tables. Appliance
manufacturers have understood the need to localise their products for Indian households and are striving to
introduce new features and technologies that would appeal to the Indian consumer. For instance, refrigerators
with a separate compartment for onions and fresh herbs, washing machines that utilise less water and range
cookers designed for Indian-style cooking are becoming more common. The household appliance demand has
increased as prices for most appliance categories fell steadily from 1995-2007. The sale of electrical appliances
is still largely driven by urban areas and firms are trying to increase penetration in rural areas. Lack of steady
electricity supply and price of goods are the major challenges of selling in rural areas.

Shopping for Household Goods

Consumer expenditures on furniture, furnishings and floor coverings declined by 65.8%, while expenditures on
household textiles increased by 89.9% during 1995-2007. Increased spending has been fuelled by a reduction in
the prices of household items due to growing competition among supermarkets, which have expanded with
blazing speed in the country. Modern retail formats are expected to spread to smaller towns which would pave
the way for higher sales of private-label products among price-conscious consumers. As consumers look for
bargains in grocery shopping, private-label products are expected to appeal to them.

Consumer shopping habits are changing, with urban shoppers increasingly being drawn by the convenience of
shopping in a comfortable environment. The share of household care products sold through supermarkets in
2007 increased significantly over the previous year. The attractive discounts offered by supermarkets on their
private labels helped draw more shoppers toward the organised retail of household goods. While household care
manufacturers benefited from the opening of supermarkets, they also faced competition from supermarkets'
private-label products. Nonetheless, in small towns and rural areas, independent grocers continue to account for
the bulk of household care product sales.
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Impact

According to trade estimates, 85% of furniture demand in India is met by made-to-order furniture through local
carpenters. The Rs53 billion in retail sales of readymade furniture is only about 15% of the total market. Sales of
these products are currently restricted to urban India. Carpets and floor coverings also don't form a well-
developed subsector in India. India is famous for handmade carpets, but almost all production is exported. With
better margins available from exports, and the government actively encouraging carpet exports, the domestic
market has not been developed. Lack of a carpet culture could be attributed to the hot and humid tropical
climate. Production and consumption of carpets in India is mainly in northern India. Sales of household textiles
and soft furnishings accounted for 28% of home furnishing sales in 2006, up 20% over the previous year.
Growth was driven by sustained GDP growth and more discretionary income. Bed mattresses are one of the
most important household products and consumers are spending on the best-quality mattresses available on the
market. Items such as cushion covers and table linens benefit from impulse purchasing trends, while
curtains/blinds and bath and bed linen are purchased in a more planned manner. While furniture is generally
from specialised furniture retailers, carpets and soft furnishings are mostly sold through general retailers, such as
department stores.

Cooking Habits

Traditionally, Indians prefer to cook their food fresh for every meal. However, many working women have little
or no time to cook before each meal. With the increase in the number of working women in urban India, there
has been a shift in attitude toward eating out, take-away, home delivery of food and readymade meals, which
has contributed to the rise in spending on food. In rural areas, working women still cook food in the morning
and pack it for lunch and dinner for their families. Despite the growth in eating out, home-cooked food is still
favoured by many. Many home-cooked tiffin pan delivery services have mushroomed in urban areas, catering to
the regional tastes of singles.

According to a 2006 report by the Anthropological Survey of India there are 220 million strict vegetarians in
India. Vegetarians in India often do not use the same set of cookware to cook non-vegetarian food. Many
households that have both vegetarian and non-vegetarian members maintain separate sets of cookware for both.
Many restaurants are marketed and signed as being either 'Veg' or 'Non-Veg'. People who are vegetarian in India
are usually lacto-vegetarians, and therefore, to cater to this market, the majority of vegetarian restaurants in
India serve dairy products but eschew egg products. According to a study by KFC in India, nearly 97% of urban
Indians eat out in groups of three or more, and vegetarian members usually have the veto power to decide where
they should eat.

Impact

With less time available for cooking, restaurant business is booming due to high spending by high- and middle-
income consumers. Taking a cue from McDonald's runaway success of Rs20 burgers and Rs7 ice cream cones,
Pizza Hut also introduced a heavily Indianised menu with prices starting as low as Rs50 to expand their
customer base to even low-income households. Although KFC still garners only about 15% of its revenues
selling vegetarian items, it has significantly increased the number of vegetarian offerings on its menu.

In 2003, the readymade meals market in India was estimated at Rs500 million, with taste and price being the
deterrents for a larger market size. The early adopters seem to be the singles segment, as cooking for one is not
considered worth the time.

Indian food is typically cooked using metal utensils. However, the popularity of Western food has contributed to
the growth of non-metal cookware to prepare foods such as spaghetti, pizza and noodles at home. Spending on
non-stick cookware is increasing as households are becoming increasingly conscious of the ill effect of too
much cooking oil.

Do-it-yourself and Gardening

According to the 2001 government Census, 57% of Indian households have mud floors and another 27% cement
floors. Only 7% have floor tiles/mosaic, although in urban India, the proportion is higher at 20%. Nearly two-
thirds of households have no toilet in the house, and 44% have no electricity, although this falls to 12% in urban
India. Growing disposable incomes and a desire for a better standard of living present good opportunities for
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bath products, electrical supplies and flooring sales. DIY in its true sense is not very popular in India due to the
easy availability of cheap manpower. Electrical jobs, gardening, carpentry, plumbing and painting are done by
unorganised labour that specialises in each of these jobs. Elderly Indians who own their own homes with
gardens are likely to do their own gardening. As urban areas become cramped for space, the availability of
houses with gardening space is decreasing. Houses with gardens are usually affordable to high-income families.
The elderly of such families are likely to leave the DIY to a gardener who could be hired for as little as Rs200
per month depending upon the size of the garden.

DIY sales in India are defined as sales to buyers even though the end user may be someone else. DIY sales in
India are very low compared to Western countries. As household income grows, flooring quality will improve
and demand for personal toilets and baths will skyrocket, as will the desire for hot and cold running water. The
potential for toilets, plumbing and flooring is therefore immense, and DIY sales will be positively impacted.

Per capita paint consumption in India is only 1.2-1.4 litres. The industry is less than half the size of the Chinese
market by volume and about one-fifth the U.S. market by volume. Even Sri Lanka and Pakistan have higher per
capita paint consumption. The low per capita paint consumption can be linked to the large number of temporary
and semi-temporary homes in rural areas, low purchasing power, the small size of homes, the long repainting
cycle, and use of lime powder and French polish as paint substitutes. India has more than 50,000 paint shops or
outlets that cater to the local population. There are no company-owned outlets or large retail formats for DIY
equipment. Indians depend on the skilled painter largely on account of lower labour costs, greater necessary
surface preparation and an inherent laziness among the Indian consumer when it comes to painting. Hence the
range of products sold and the manner in which they are sold and used are very different in India.

Impact

With urban housing demand continuing to be strong, DIY sales are expected to experience strong growth. The
Indian paint industry has been growing at an average rate of 13% over the last five years. India's market is
dominated by the decorative paint and coatings segment. Architectural coatings largely used in households
constitute almost three-fourths of the market's value. The other large segments are automotive OEM paints,
automotive refinish paints, protective coatings and powder coatings. With an increase in passenger car sales, the
demand for automotive paints is expected to increase as well.

Table 87 Consumer Expenditures on Household Goods and Services: 1995/2000/2002/2004/2006-
2007

Rs billions
1995 2000 2002 2004 2006 2007

Furniture, furnishings, 45.9 23.2 17.8 18.0 17.5 15.7
floor coverings
Household textiles 54.4 81.9 102.8 117.8 147.0 155.6
Household appliances 47.4 94.4 93.6 118.8 146.0 161.0
Glassware, tableware 196.2 213.7 220.4 235.9 249.7 250.2
and household utensils
Hardware and DIY goods 39.6 73.9 75.0 83.9 108.4 114.7
Household and domestic 96.6 121.1 138.3 153.1 170.7 175.3
services

TOTAL 480.1 608.1 648.0 727.5 839.5 872.5
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 88 Consumer Expenditures on Household Goods and Services (% analysis and % growth):
1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Furniture, furnishings, 9.6 3.8 1.8 -65.8 -32.2
floor coverings
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Household textiles 11.3 13.5 17.8 185.8 89.9
Household appliances 9.9 15.5 18.5 239.5 70.7
Glassware, tableware 40.9 35.1 28.7 27.5 17.1
and household utensils
Hardware and DIY goods 8.2 12.2 13.1 189.8 55.2
Household and domestic 20.1 19.9 20.1 81.6 44.8

services

TOTAL 100.0 100.0 100.0 81.7 43.5
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 89 Per Capita Expenditures on Household Goods and Services: 1995/2000/2002/2004/2006-
2007

US$ per capita
1995 2000 2002 2004 2006 2007

Household goods and 8.07 9.69 9.99 12.55 15.50 18.50
services
Average of CLIFE 415.73 384.43 396.48 520.78 589.09 662.44

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 90 Per Capita Expenditures on Household Goods and Services (% growth): 1995-2007/2000-
2007

% growth
1995-2007 2000-2007

Household goods and services 129.09 90.91
Average of CLIFE countries 59.34 72.32
Source: National statistical offices, OECD, Eurostat, Euromonitor International

HEALTH GOODS AND MEDICAL SERVICES

Spending on Health Goods and Medical Services

According to a report on healthcare in India by PWC, the increased participation of the private sector, which
accounts for more than 80% of total healthcare spending in India, had increased the competition between
players, reduced the cost of services and thus made healthcare affordable to a larger number of Indians.
Consumer expenditures on health goods and medical services increased by 203.5% to US$1,760 billion from
1995-2007. In contrast, total consumer expenditures in this period increased by 73.9%. The expenditures of
outpatient services and hospital services saw above average growth rates of 231% and 265.5%, respectively,
from 1995-2007. Although spending on health goods and medical services accounted for a smaller proportion of
total consumer spending than food, housing and clothing, the rate of growth of health spending has been more
than these essential products.

Per capita expenditures on health goods and medical services also saw impressive growth of 282.6% in 1995-
2007, which was much higher than the average growth of CLIFE countries at 98.6%. Despite the growth, per
capita spending of US$37.31 in India was far below the average of per capita spending in CLIFE countries at
US$551.58. The share of total health expenditures in GDP is currently 5% while the average of CLIFE countries
is 6.9%. This indicates a great potential for future increases in health expenditures as healthcare facilities expand
to the rural and remote areas of the country. Currently, there is a great rural-urban divide in terms of access to
quality healthcare facilities. Much of the population resides in rural areas but the better healthcare facilities are
located largely in urban areas. With rapid economic development, increasing urbanisation and the rise in living
standards, there is a shift in the disease profile from communicable diseases to chronic or lifestyle-related



Annual gross income India

 Euromonitor International Page 70

diseases. However, the inadequate public infrastructure cannot cater to the changing disease profiles in the
Indian population and this has led to the rapid establishment of private healthcare services, which have
improved access and increased expenditures.

As a result of the increased health expenditures, the healthy life expectancy at birth increased since 1995 and
stood at 55.1 years in 2007. The average life expectancy of CLIFE countries was 64.3 years. Between 1995 and
2007, the health expenditures as a share of GDP and life expectancy at birth have moved closer to the CLIFE
averages due to a decline in infant mortality as a result of increased access to healthcare facilities and the
government's emphasis on eradicating diseases such as hepatitis and polio among infants.

According to the PWC report, another factor driving the growth of India's healthcare expenditures is a rise in
infectious and chronic degenerative diseases. Communicable diseases such as dengue fever, viral hepatitis,
tuberculosis, malaria and pneumonia commonly inflict Indians due to substandard housing, inadequate water,
sewage and waste management systems, a crumbling public health infrastructure and increased air travel.
HIV/AIDS and food- and water-borne illnesses are major threats to the growing population in both urban and
rural areas. However, in the high-income families of urban areas, with increasingly affluent lives and adoption
of unhealthy Western diets high in fat and sugar, lifestyle diseases such as hypertension, cancer and diabetes are
reaching epidemic proportions.

The federal government has begun taking steps to improve rural healthcare. In the 2003-2004 budget, the
government announced tax benefits to financial institutions that provide loans to hospitals with more than 100
beds. The private sector already accounts for 80% of India's healthcare services market, but most of this is
concentrated in urban India, and in the form of corporate hospitals. To combat this, the government has
announced income tax exemptions for the first five years for hospitals with more than 100 beds set up in rural
areas. Several other incentives have been announced as part of the National Health Policy. Healthcare has been
granted 'infrastructure status', which means that private hospitals can raise cheaper long-term capital. Duties on
the import of medical equipment have been slashed. Among other things, the government launched the National
Rural Health Mission 2005-2012 in April 2005. The aim of the mission is to provide effective healthcare to
India's rural population.

Impact

According to the PWC report, due to increases in employment and income, today at least 50 million Indians can
afford to buy Western medicines, a market only 20% smaller than that of the United Kingdom. According to
IMS Health, a provider of intelligence on the pharmaceutical industry, paralleling the rise of disease is the
emergence of a robust pharmaceutical industry in India. The Indian pharmaceutical market is one of the fastest-
growing markets in the world and sales increased by 17.5% to US$7.3 billion in 2006. Many factors, including a
strong economy and the country's growing healthcare needs, have contributed to the accelerated growth, which
is especially strong in the over-the-counter (OTC) market. Unlike products such as food and beverages which
are available in supermarkets, medical drugs are mainly purchased OTC at smaller pharmacies and medical
stores with a prescription from a doctor in some cases. The practice of retailing drugs through supermarkets and
online pharmacies is nonexistent. Due to increased health awareness, the demand for healthcare products
increased over 1995-2007. Due to increased literacy, awareness and incomes, people in rural areas are opting for
the local doctor instead of home remedies. Given this trend, according to IMS Health, the geographic balance of
the pharmaceutical market will shift from the United States toward emerging countries like India, where locally
manufactured generic medicines will continue to dominate the market.

The current decade has witnessed a 'corporatisation' of hospitals in India. There is an emerging concept of
medical cities and 'hospotel'. While medicities are mainly focused on the opportunity thrown-up by medical
value travel by attempting to provide all the possible healthcare services at a single location, hospotels include
hotels within the hospital campuses. Moreover, hotels and restaurant chains are actively starting to open food
outlets in hospitals. Many major hospitals have entered into tie-ups with leading hotels and airlines for their
international patients.

Healthcare System

India's healthcare infrastructure has not kept pace with the economy's growth. The physical infrastructure is
woefully inadequate to meet today's healthcare demands, much less tomorrows. While India has several
excellent healthcare centres, these facilities are limited in their ability to drive healthcare standards because of
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the poor condition of the infrastructure in the vast majority of the country. According to the PWC report, of the
15,393 hospitals in India in 2002, roughly two-thirds were public. After years of under funding, most public
health facilities provide only basic care. Notwithstanding a few exceptions, such as the All India Institute of
Medical Studies (AIIMS), public health facilities are inefficient, inadequately managed and staffed, and have
poorly maintained medical equipment. The number of public health facilities is also inadequate. For instance,
India needs 74,150 community health centres per 1 million population, but has fewer than half that number. In
addition, at least 11 Indian states do not have laboratories for testing drugs, and more than half of existing
laboratories are not properly equipped or staffed. The principal responsibility for public health funding lies with
the state governments, which provide about 80% of public funding. The federal government contributes another
15%, mostly through national health

programmes.

Apart from the physical infrastructure, the number of healthcare workers is also drastically short. In India, the
term doctor generally refers to allopathic doctors. However, there are other systems of medicine such as Unani,
homeopathic, Ayurvedic, etc. Aside from allopathic doctors, professionals of other medicinal systems are not
eligible to prescribe all of the medicines. There were 659,654 doctors and 964,755 nurses for a population of
1.14 billion, which translates into one doctor (including practitioners of non-Western medicines) per 1,600
patients. A majority of the doctors settle in urban areas and abroad and few prefer to practice in rural places. To
achieve uniformity in the distribution of doctors, the Health Ministry has made it compulsory for medical
students to perform a one-year in-house training residency in rural areas.

According to a healthcare report of the Indian Brand Equity Foundation (IBEF), only 2.5 million Indians were
covered under voluntary medical insurance in 2000. The rest pay as they go for their medical care. In 2000,
health insurance, so far only open to public sector companies, was opened to private participation. The number
covered by health insurance in 2005 was estimated at 30 million. However, the government has the ambitious
goal to deliver a universal health insurance scheme. Aimed at the poor, the scheme proposes that an individual
would have to pay Rs365 as an annual premium to cover hospitalisation costs of up to Rs30,000. The
government would further subsidise the plan by offering to pay Rs100 for each family defined as poor. This
scheme is offered by public-sector insurance companies. However, private insurers argue that since most rural
Indians need coverage yet have informal occupations, premium collection becomes difficult. Consequently, it
has not been taken up by private companies yet.

Impact

The Insurance Regulatory and Development Authority (IRDA) eliminated tariffs on general insurance as of 1
January, 2007, a move expected to drive additional growth of private insurance products. In the wake of
liberalisation, health insurance is projected to grow to US$5.8 billion by 2010, according to a study by the PHD
Chamber of Commerce and Industry. Health insurance will make healthcare more affordable to larger segments
of the population, boosting healthcare expenditures per household and driving demand for quality care.

According to the PWC report, only 25% of India's specialist physicians practice in semi-urban areas, and a mere
3% practice in rural areas. As a result, rural areas, with a population approaching 700 million, continue to be
deprived of proper healthcare facilities. 'Tele-medicine' or remote diagnosis, as well as monitoring and treatment
of patients via videoconferencing or the Internet is a fast-emerging trend in India, supported by exponential
growth in the country's information and communications technology (ICT) sector and plummeting telecom
costs. Several major private hospitals have adopted tele-medicine services. There are approximately 120 tele-
medicine centres throughout India which will enable physicians based in urban areas to treat more rural patients.

An enormous amount of private capital will be required in upcoming years to enhance and expand India's
healthcare infrastructure to cater to demand of a growing population and an influx of medical tourists. Currently,
India has approximately 860 beds per 1 million population. This is only one-fifth of the world average, which is
3,960 per million, according to the World Health Organisation (WHO). It is estimated that 450,000 additional
hospital beds will be required by 2010 at an estimated investment of US$25.7 billion. The government is
expected to contribute only 15%-20% of the total, providing an enormous opportunity for private players to fill
the gap. ICICI Venture, the country's largest private equity fund, has invested US$8.6 million in a chain of
diagnostics facilities, along with Metropolis Health Services Ltd. In 2006, General Electric announced a
US$250 million investment in infrastructure and healthcare projects in India. An increase in private investment
will make healthcare accessible to more people and increase per capita expenditures in the future.
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Major Causes of Death

Many infectious diseases are prevalent in India, although only tuberculosis (TB) is a major cause of death. In
India every year, approximately 1.8 million new cases of TB arise. Government estimates suggest that more
than 1,000 people die every day in India of TB, making it by far the country's biggest cause of death. According
to a study published in The Lancet in 2003, smoking is linked to more than half of the TB deaths in India.
Researchers from the Epidemiological Research Centre in Chennai compared the smoking habits of 43,000 men
who had died of various diseases in the late 1990s with the habits of 35,000 living men. The study estimated that
200,000 Indians die annually from TB because of smoking. Malaria was a significant killer at the time of
independence in 1947 when as many as 0.8 million malarial deaths were recorded. It was successfully
eradicated by 1965-1966. However, since then it has re-emerged as a public health problem. Currently, deaths
due to malaria are fewer than 1,000 annually. However, even in 2004, 1.8 million cases of malarial infection
were reported. Malaria and TB together have a significant impact on loss of productivity and worker
absenteeism, running into the millions of rupees at the macro level, besides accounting for a good portion of
India's health and family welfare spending.

According to various official and intergovernmental sources such as the WHO, 41 million people in India live
with diabetes. About 75% of diabetics are unaware of their condition, and 4 million die each year, primarily to
cardiovascular complications. The WHO has warned that India is likely to grow into the diabetes capital of the
world. Heart disease and cancer are also on the rise. The 2005-2006 Economic Survey of India estimates that
India annually adds about 0.7-0.9 million cases and approximately 0.4 million deaths from cancer. About 50%
of cancer deaths are believed to be related to tobacco use in India, which has one of the highest incidences of
oral cancer in the world.

Impact

According to a sector study by investment banking firm Edelweiss entitled 'Epidemics – India Advantage at
Help', Indian pharmaceutical companies are faced with a US$2 billion opportunity each year, with the AIDS
epidemic, resurgence in tuberculosis and malaria sweeping the world. Funds worth US$4 billion are being
pooled yearly until 2015 by agencies such as the WHO, United Nations and other global agencies to fight these
diseases. As a result, campaigns such as Global Fund for AIDS, TB and Malaria, President Bush's Emergency
Plan for AIDS Relief, Stop TB Partnership and Roll Back Malaria are being affected. According to the report,
Indian companies, owing to their cost advantage, expertise in the anti-infectious segment and experience
procuring regulatory approvals, are uniquely positioned to capture at least 50% of this market. Indian companies
also have the highest number of USFDA-approved plants outside of the United States and have an edge over
their US and European counterparts in generics, as India has similar disease patterns in the country. The Clinton
Foundation has announced a deal with six pharmaceutical companies from China and India to cut the price of a
leading malaria treatment by 30%. The price of artemisinin, a plant extract used to make anti-malarial drugs,
fluctuates by more than 700% due to rapid but uneven increases in demand. Even as major pharmaceutical
player Pfizer recently withdrew its inhaled product for diabetes, India's huge diabetes population seems to attract
companies such as Novo Nordisk, Generex Biotechnology Corporation and Eli Lilly. Drug makers feel that their
'easy-to-use' versions of insulin would grab significant share in the Rs400 crore insulin markets. Industry's
confidence seems to stem from the fact that the country houses more than 41 million diabetics.

According to a study by IMS Health, the global market for cancer drugs is expected to grow twice as fast as for
all other pharmaceuticals as the developing world spends more on healthcare. China, Brazil, Russia and other
emerging countries are becoming bigger customers for pharmaceuticals as they invest more in treating and
diagnosing cancer. The healthcare research firm expects pharmaceutical spending in countries such as India,
Mexico and Turkey to grow by 12%-13% over the next 15 years, compared with single-digit growth for more
developed nations. Cancer drug spending is expected to grow at 12%-15% annually through 2012 to US$75-80
billion, according the report.

Smoking Prevalence

Overall, smoking currently causes 800,000 deaths a year in India, 550,000 of them among men aged 25-69. The
number of deaths could double by 2025 if current smoking patterns persist. Taxes and duties on cigarettes have
been rising steadily for the past five years. Smoking in public places has been banned and is not allowed on
domestic flights or trains. These efforts appear to have had some effect, as the number of smokers in 2005 was
unchanged from the previous year. The proportion of male smokers fell marginally although this decline was
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replaced by an upturn in the number of women smokers. In rural India, people smoke beedis, cigarettes with no
filter, and chew tobacco. In the southern state of Andhra Pradesh, a high tobacco usage region, 67% of women
are estimated to use tobacco in some form.

Figures show that 58% of males and 38% of adults over 15 are smokers. The figure of 38% is higher than the
CLIFE average of 31% in 2007. The government is therefore looking for drastic measures to curtail Indians'
smoking habits. In August 2005, the Health Ministry imposed a ban on smoking in Indian films on the premise
that for a cinema-crazy country like India, on-screen smoking indirectly fosters a culture that encourages young
people to smoke, and also legitimises unhealthy behaviour. Cigarette manufacturers argue that to reduce tobacco
usage by the masses, the beedi should be targeted as well as chewing tobacco.

The legal age for buying and using tobacco products in India is 18, although the law is poorly enforced. Tobacco
retailers rarely ask for proof of age, and offenders who are caught are frequently able to evade punishment by
bribing officials. According to Indian anti-tobacco laws, a fine of up to Rs200 can be imposed on any person
found selling tobacco products to anyone below the age of 18. In reality, such fines are hardly ever imposed.
According to the WHO, in 2006 an estimated 17.5% of Indian children aged 13-15 consumed tobacco in some
form.

The Cigarettes and Other Tobacco Products (Prohibition of Advertisement and Regulation of Trade and
Commerce, Production, Supply and Distribution) Act 2003 prohibited any form of direct advertising of tobacco
products in India since 1 May, 2004. In 2005, this act was amended to impose a complete ban on indirect
advertising. As a result, at the beginning of 2006 it became illegal for an individual or character in a movie or
TV programme to display or smoke cigarettes and other tobacco products. In May 2004, smoking in public
places was banned in India. This ban covers smoking in auditoriums, hospitals and other healthcare institutions,
amusement centres, restaurants, public offices, court buildings, educational institutions, libraries and other
buildings that are visited by the general public. The onus to adhere to the ban is not only placed on smokers, but
also on owners and managers, who must prominently display messages stating that smoking is an offence in the
building, for which they are responsible. Hotels and restaurants that have more than 30 rooms or seating
capacity for more than 30 people have to provide separate smoking and non-smoking zones. Offenders face a
fine of up to Rs200.

Impact

According to the Tobacco Institute of India (TII), the number of cigarettes sold in the country has remained
more or less constant since the late 1980s, barring a few fluctuations. Despite being the third-largest producer
and consumer of tobacco in the world, the number of smokers in India has also remained constant. As a result,
in 2004-2006 the growth in volume sales of cigarettes was marginal. At the beginning of 2007, the government
raised excise duties on cigarettes by 5%. It also levied an additional 1% education tax on the excise duty, and in
April 2007 began imposing VAT on cigarettes. The resultant price increases drove many Indians to switch to
cheaper beedis or chewing tobacco products, and once more highlighted the fact that disproportionate taxation
of cigarettes is not an effective means of reducing overall tobacco consumption.

The prohibition of advertising works in favour of large tobacco companies, as consumers stick to preferred
brands and new entrants find it difficult to promote their products. While advertising can serve to boost demand
for individual brands, its absence does not necessarily lead to a reduction in tobacco consumption overall.
According to industry experts, the advertising ban may affect the long-term volume growth prospects for India's
tobacco market, but it is unlikely to have a major impact on tobacco consumption in general or the fortunes of
the big players.

The ban on public smoking did not have a significant impact on overall tobacco consumption in India during the
latter years of the review period. However, industry sources believe that it did lead to a shift in consumption
patterns, prompting some people to switch from smoking to chewing and facilitating a further decline in the
market volume share of cigarettes.

Reported Aids Cases

People who are infected with HIV or AIDS in India often suffer terribly from the stigma, experiencing
discrimination in terms of housing, medical care and employment. In India, AIDS is generally thought to be
associated with unsafe sexual practices and people often think that it is an easily communicable disease. To
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dispel such myths, the National AIDS Control Organisation (NACO) has been running many media campaigns
that emphasise that AIDS is not spread by touching or kissing. Due to poor quality or absent sex education in
schools, many youngsters are not aware of safe sex practices. According to WHO data, the Contraceptive
Prevalence Rate (CPR) is 48.35% and most women and men do not have access to a wide choice of
contraceptives. Although condoms are the most popular contraceptive device used, many myths hinder its wider
adoption. A study by the Department for International Development, a fund set up by the British Commission,
found that truck drivers – who have traditionally been seen as a high risk group for HIV / AIDS in India – were
reluctant to use condoms due to their perception that it reduces sexual performance. Reported cases of AIDS
incidence increased from 1995-2002. However, from 2000-2007, the number of reported cases decreased by
5.4%. By December 2007, NACO estimated that there were a total of 1.9 million people infected with HIV in
India. While the number is large, and puts India second in the number of HIV cases, the country is placed in the
low prevalence category, as less than 1% of the adult population is infected. However, the six states of Tamil
Nadu, Maharashtra, Karnataka, Andhra Pradesh, Manipur and Nagaland are classified as high-prevalence states,
where more than 1% adults are infected. The government realises that, if the spread of infection is not
controlled, India is sitting on an AIDS bomb.

The National AIDS Control Programme (NACP) is responsible for the control of transmission of other sexually
transmitted diseases (STDs) and sexual health. NACP had established 775 STD clinics by the end of the
financial year 2004-2005 and the aim is to have one clinic in each district of India. One of the most significant
private initiatives is the US$200 million that the Bill and Melinda Gates Foundation made available for the fight
against AIDS in India. The efforts at spreading awareness seem to have paid off, as reported cases dropped from
2.5 million in 2002 to 1.9 million in 2007. The latest initiative in AIDS control in India by NACO has been the
launch of a Rs5 female condom. NACO purchased 1.5 million female condoms from the UK-based Female
Health Company, which will be doled out to sex workers and housewives in the next eight months. Hindustan
Latex Limited has set up a female condom manufacturing unit that will manufacture 10 million condoms
annually.

Drug Abuse

According to UN statistics, India has close to 3 million drug addicts. Many steps have been taken by various
governmental and nongovernmental agencies in the area of prevention of substance abuse. A major achievement
was the recent inclusion of information on substance abuse as an obligatory component of the school
curriculum. On the demand side, the Ministry of Health and Family Welfare established several rehabilitation
centres for addicts, which are mostly based at the district hospital level with close to 130 such centres spread
across the country now. A Narcotic Drugs and Psychotropic Substances (NDPS) Act was passed in 1985
prohibiting the sale and consumption of narcotic drugs, psychotropic substances and precursor chemical drugs.
Pharmaceutical drug abuse is increasing in South Asia, particularly India, a trend the United Nations says will
increase the risk of diseases such as HIV / AIDS and also pose a serious challenge to countries already fighting
the use of narcotics. According to the UN Office on Drugs and Crime (UNDOC) in South Asia, many youth,
even as young as 18-20, are increasingly using pharmaceutical drugs. According to the WHO, there are nearly
200,000 injectible drug users (IDUs) in India who use pharmaceutical preparations, especially painkillers,
available over the counter to make a cocktail of drugs instead of using banned heroin for a greater 'high'. These
pharmaceutical products are less expensive than heroin and easily available on the market. The UNODC study
with a sample size of 5,800 drug users in India found that more than 25% are using buprenorphine and 30%
have injected proxyphene at least once in their addiction career. The study also found that at least 28% of drug
users have injected heroin at least once in their lives and 62% are users of pharmaceutical drugs. The trend of
pharmaceutical abuse is increasing as youngsters believe that purchasing them from a chemist's counter is
easier, less costly and does not have any stigma attached. There is the perception that by doing so they are not
violating the law.

To deal with the growing drug addiction, the UN Office on Drugs and Crime (UNODC) is working with 200
schools in India to improve the drug awareness education. By integrating drug awareness into school curricula
and extracurricular activities, the programme seeks to empower youth by promoting one message: 'I decide – I
will not take drugs'. As a result of the programme, teachers have reported a visible change in attitudes toward
drug use. Problems and issues are discussed more freely. In some schools, students have started 'I Decide' clubs.

Health and Wellness
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The obese population in India has steadily increased to constitute 1.5% of the total population in 2007, which is
still much lower than the 15.5% average of CLIFE countries. This is because it is a largely urban phenomenon
associated with increasingly affluence. Since 2000, there has been a steady increase in awareness of health
issues among urban dwellers. All cross-sections of people now have a rudimentary awareness about cancer,
diabetes and heart disease. The awareness of the importance of exercise and the need to eat vegetables has
increased through mass media education via television and radio. However, for most Indians, it is still an
academic knowledge rather than something that needs to be incorporated into their lives. Shops now stock more
organic foods, low-fat products and sugar-free foods, but these are all currently niche markets. In urban areas,
these products are showing enormous growth year-on-year. In urban areas, there is an increasingly trend to join
gyms. Weight loss centres have mushroomed all over the country. With India's long, warm summer, affluent
Indians are favourably inclined to exercise in air-conditioned comfort. For women, there is also the additional
benefit of privacy while exercising. Dieting is more prevalent than walking or cycling for weight-loss purposes.

Impact

The OTC market in India was estimated at a value of Rs75 billion in 2005. Traditional OTC products such as
cough, cold or pain-relieving medications do not require a prescription. The market for products that reduce
stress, prevent ageing, help the heart and fight diabetes are all on a steep growth curve. Industry refers to the
broad basket of health-oriented wellness products as the fast-moving health goods (FMHG) sector. FMHG
includes OTC medications as well as pain relievers, 'nutraceuticals', digestives, and anti-ageing and revitalising
potions. Industry estimates place the 2005 market for these products at Rs150 billion.

Direct sellers such as Amway and Herbalife, which have been in operation since 1999, are taking the lead in
promoting health supplements, despite the availability of many low-cost Indian versions. Protein supplements
and items relating to muscle building are extremely popular due to the rising popularity of fitness and
bodybuilding among the urban elite. Even imported brands such as Coach's are finding takers in select cities.
Ayurvedic products such as chyawanprash are competing with Western products in the supplements market.
Brands strong in FMHG in India are Elder Pharma, Emami, Dabur, Hamdard, Zandu, Biotique and AUM
Himalaya.

With growing awareness about fitness, exercising in a gym has become a fad among upper-income Indians.
Gyms and aerobic centres are proliferating and this is reflected in demand for equipment. The fitness equipment
market reached Rs30 billion in 2007, and is reportedly growing at 50% per annum. Demand is coming from new
gyms and companies setting up in-house gyms for their employees, as well as the home market. Fitness apparel
is also witnessing growing demand. Adidas, Reebok and Nike are fuelling demand with increased advertising,
and this has spawned many less expensive imitations on the market.

Table 91 Consumer Expenditures on Health Goods and Medical Services:
1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Pharmaceuticals, medical 285.8 393.9 483.9 578.2 732.4 756.6
appliances / equipment
Outpatient services 211.2 338.9 436.4 519.0 665.6 700.3
Hospital services 82.9 136.4 183.3 221.8 286.6 303.2

TOTAL 579.9 869.2 1,103.7 1,319.0 1,684.6 1,760.1
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 92 Consumer Expenditures on Health Goods and Medical Services (% analysis and %
growth): 1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Pharmaceuticals, medical 49.3 45.3 43.0 164.8 92.1
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appliances / equipment
Outpatient services 36.4 39.0 39.8 231.5 106.6
Hospital services 14.3 15.7 17.2 265.8 122.3

TOTAL 100.0 100.0 100.0 203.5 102.5
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 93 Per Capita Expenditures on Health Goods and Medical Services:
1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Health goods and 9.75 13.85 17.02 22.76 31.10 37.31
medical services
Average of CLIFE 277.80 284.04 321.37 425.18 490.30 551.58

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 94 Per Capita Expenditures on Health Goods and Medical Services (% growth): 1995-
2007/2000-2007

% growth
1995-2007 2000-2007

Health Goods and Medical Services 282.61 169.41
Average of CLIFE countries 98.55 94.19
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 95 Share of Total Health Expenditures in GDP: 1995/2000/2002/2004/2006

% of total GDP
1995 2000 2002 2004 2006

Share of total health 3.8 4.3 4.8 5.0 5.0
expenditures

in GDP (% of total GDP)
Average of CLIFE 6.2 6.4 6.7 6.8 6.9

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 96 Healthcare Workers: 1995/2000/2002/2004/2006-2007

Number
1995 2000 2002 2004 2006 2007

Doctors 459,667 505,416 567,219 634,061 656,238 659,654
Nurses 562,966 694,443 755,565 865,135 941,114 964,755
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 97 Healthcare Workers (% growth): 1995-2007/2000-2007

% change
1995-2007 2000-2007
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Doctors 43.51 30.52
Nurses 71.37 38.93
Source: National Statistical Office, OECD, Euromonitor International

Table 98 Obese Population: 1995/2000/2002/2004/2006-2007

% of population aged 15+
1995 2000 2002 2004 2006 2007

Obese population (BMI 0.6 0.8 1.0 1.2 1.4 1.5
30kg / sq m or more)
Average of CLIFE 11.5 13.1 13.6 14.4 15.2 15.5

countries
Source: OECD, International Obesity Taskforce, Euromonitor International
Note: Data is for population aged 15+

Table 99 Obese Population (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Obese population (BMI 30kg / sq m or more) 0.95 0.68
(% of population aged 15+)
Average of CLIFE countries 4.05 2.42
Source: OECD, International Obesity Taskforce, Euromonitor International
Note: Data is for population aged 15+

Table 100 Smoking Prevalence: 1995/2000/2002/2004/2006-2007

% of population aged 15+
1995 2000 2002 2004 2006 2007

Smoking prevalence in 34.8 36.2 37.2 38.0 38.3 38.3
population aged 15+
Average of CLIFE 30.6 30.7 30.7 30.7 30.9 31.0

countries
Source: Euromonitor International

Table 101 Smoking Prevalence (actual growth): 1995-2007/2000-2007

Percentage points
1995-2007 2000-2007

Smoking prevalence in population aged 15+ 3.45 2.04
(% of population aged 15+)
Average of CLIFE countries 0.37 0.21
Source: Euromonitor International

Table 102 Reported AIDS Cases: 1995/2000/2002/2004/2006-2007

Number
1995 2000 2002 2004 2006 2007

AIDS incidence 1,091 2,098 2,514 2,361 2,124 1,985
Source: UNAIDS, WHO
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Table 103 Reported AIDS Cases (% growth): 1995-2007/2000-2007

% change
1995-2007 2000-2007

AIDS incidence 81.94 -5.39
Source: UNAIDS, WHO

TRANSPORT

Spending on Transport

Per capita expenditures on transport in India witnessed growth of 290% from 1995-2007, a figure much higher
than the 79.6% average of CLIFE countries. However, in terms of US dollars, the per capita spending of
US$102.85 in India continues to be much less than the average of CLIFE countries at US$1,272 in 2007. The
increase in spending has been largely driven by turnarounds in railways and the advent of low-cost airlines. The
government has increased public funding for transportation in its five-year plans, launched an ambitious national
highway development project and allowed privatisation of the aviation sector. However, spending remains low
when compared to the CLIFE countries due to challenges posed by connectivity in rural areas. According to
statistics of the World Bank, close to 40% of India's villages do not have access to all-weather roads and remain
cut off during the monsoon season. The problem is more acute in India's northern and north eastern states, which
are poorly linked to the country's major economic centres.

Consumer spending on transport can be summed up as expenditures on personal vehicle purchases, maintenance
and public transport services. In India, 70% of the population lives in rural areas and depends on public
transport for their commutes. The proportion of spending on public transport was the largest and declined from
57.5% in 1995 to 55.9% in 2007. However, total spending on public transport increased by 200.4% from 1995-
2007. Within the category of public transport, the proportion of spending on buses, coaches and taxis was the
largest, and fell from 37% in 1995 to 35.3% in 2007. The proportion of air travel increased from 1.2% in 1995
to 1.7% in 2007. The growth of spending in the aviation sector was primarily driven by the roaring success of
low-cost carriers, competition among which led to historically low airfares and made air travel feasible for a
large number of Indians. Spending share on rail travel increased from 1.2% in 1995 to 5.1% in 2007. The
railways witnessed the most blazing growth on spending in the entire sector. Due to sustained efforts by the
Railway Ministry, Indian railways have seen an improvement in their performance without additional resource
requirements. This turnaround has become a well-known case study in business schools across the world.

The proportion of spending on vehicle purchases fell from 5.4% in 1995 to 4.4% in 2007. In contrast, the share
of spending on the operation of personal transport constituted a 37.1% share in 1995 and reached 39.7% in
2007. The total spending on both purchase and operation saw triple-digit growth from 1995-2007. With the
global increase in oil prices from 1995-2007, the Indian consumer's fuel bill has risen. Despite rising fuel costs,
Indians continue to purchase personal transport due to the fact that public transport continues to prove
inadequate in both comfort and efficiency. Thus Indians consider it value-for-the-money to have their own
means of transport. With rising disposable income, more Indians have been able to afford personal transport.

Impact

The rising demand for low-cost travel within all sectors of Indian society is propelling the growth of the aviation
sector and transportation in general. The transportation industry of India is expected to grow at a CAGR of 18%
over the 2006-2011 period. This development will be fuelled by growth in the airline industry, primarily low-
cost carriers, which will see a CAGR of more than 51% over the forecast period. Consumers are increasingly
spending on inbound and domestic tourism.

According to a survey by US-based automotive market forecasting firm CSM Worldwide, India is poised to
emerge as the fourth-largest light vehicle market in the world by 2014, riding on low-cost cars. Rural areas are
developing into attractive markets for car makers as they are more insulated from economic fluctuations and
have a more stable base of demand. However, the globally high prices of commodities in 2008 led to higher
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costs of raw materials such as steel. Currently, inflation is at a historically high level and rising interest rates
aimed at checking it have increased vehicle loan rates and depressed demand. In June 2008, a fuel price hike of
10%, the biggest increase in the last 12 years, further crimped consumer spending and delayed vehicle
purchases. In the future as fuel prices fall and inflation comes under the government's control, the vehicle
market is expected to show impressive growth again.

Air Transport

After the Ministry of Civil Aviation allowed 100% foreign direct investment, many private low-cost airlines
started operations, making air travel affordable to the masses. The price wars between low-cost carriers led to a
fall in ticket prices. In some sectors, airfares dropped below train fares. Middle-income Indians who travel in
first-class trains switched to low-cost airlines and, as a result, spending on air travel witnessed growth of
356.8% from 1995-2007. The Indian government has also proposed an 'Open Skies' policy with the ASEAN
(Association of South East Asian Nations) countries which allows foreign airlines to deploy additional capacity
during peak seasons.

Online ticket sales of airlines reached a penetration of 7% in 2006, with Rs31 billion of tickets sold via the
Internet. Of the total sales, 93% were via direct suppliers, i.e., company-owned websites and only 7% through
intermediaries. One interesting point to be noted here is that in India, many small- and medium-sized travel
agents also use airline websites to book tickets. By 2011, Internet ticketing is likely to reach 16% of total air
ticket sales. Online transportation sales will reach Rs476.6 billion by 2011, of which airline tickets will account
for more than 80%.

Low-cost airlines witnessed impressive growth over 1995-2007, but in 2007-2008 airline companies are
expected to log losses of Rs9.4 billion on revenues of Rs282 billion. At the time of writing this report, the
country's leading private airlines had sought a Rs47 billion bailout package from the government to counter
slowing passenger traffic, rising costs and an industry-wide liquidity crunch. According to a senior advisor on
aviation from KPMG, it probably would mean a reduction of fuel surcharges levied per ticket. The average fuel
surcharge is about Rs4,000 per ticket and a reduction could lead to increased passenger traffic.

Impact

The proportion of the airline industry is 35% of the total value sales of the transportation sector. This is
significant because of the fact that only a small fraction of the 30% urban population in India travels by air. The
share on value can be attributed to higher unit prices as compared to other means of transport and the strong
growth witnessed by low-cost carriers. The airline sector grew at a rate of 17% in current value terms in 2006 to
achieve value sales of Rs450 billion. This was because of the enlarging pie in the air sector due to the rising
disposable income of the middle class making air travel more affordable for many. As India is increasingly
perceived as one of the hottest destinations for business and investment, business travel is also on the rise too.
As a result, except for national carrier Indian Airlines, all major airlines in India saw an increase in their market
shares in 2006. By 2011, almost 43% of the total airline seats sold in India will belong to the low-cost category
and more than 35% of airline industry revenues will come from low-cost carriers. The number of seats sold for
low-cost carriers will grow at a CAGR of more than 53% over the forecast period.

Private jets are a niche category in the Indian airline market. Charter flights formed less than 1% of the total
airline market. Only affluent Indians can afford to use this service. The most popular charter destinations in
India are Goa, Agra and Kerala. The sector grew at a rate of 24% in 2006, achieving value sales worth Rs4
billion.

Road Transport

The share of spending on road transport fell from 1995-2007 due to the advent of low-cost airlines and price
cuts on rail fares, which propelled people to use airlines and rail services more often. Nonetheless, total
spending on road transport witnessed growth of 195.3% from 1995-2007. However, the growth rate was below
the average transport sector growth of 209.4%. The government launched the ambitious National Highway
Development Programme to improve connectivity between Delhi, Mumbai, Chennai and Kolkata, popularly
called the Golden Quadrilateral, which is expected to be completed in 2015. The highway project is expected to
boost the road transport system and connectivity of the four metro areas.
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Cycling is the most common form of personal transport for low-income families in both urban and rural India
with 47.2% of Indian households using bicycles as their main form of road transport in 2007. In urban India,
cycling as a sport and leisure activity is growing, with cycle manufacturers reporting healthy value sale growth
from mountain terrain bikes and children's bikes. An increasing number of women are spending their disposable
incomes on purchasing personal vehicles since travelling on public transport is often uncomfortable or unsafe
due to crimes against women and 'eve teasing', reportedly on the rise in urban areas.

Impact

The public transport system is slow, unreliable and uncomfortable. With rising disposable income, more Indians
are opting for personal transport. After catering to the common man for years, bicycle companies are now
focusing their attention on the urban Indian market, especially youth and children, and are looking to expand
India's base of biking enthusiasts into the professional and adventure categories. Leading American bicycle
brand Trek recently unveiled two high-end bikes – the Five Star Intra, with a price tag of Rs14,235, and Fuel 30,
priced at Rs33,156, and it expects to increase sales of its bikes from 12,000 units at present to 60,000 units by
2011.

Lower-income families and professional single males travel on motorcycles. The proportion of motorised two-
wheelers increased from 3% in 1995 to 5.2% in 2007. Easy financing schemes have made motorcycles
affordable. Manufacturers are increasingly targeting women for lighter motorcycles through special advertising
campaigns highlighting the independence and comfort provided by motorbikes. Middle-income families are
opting for small cars and high-income families for luxury cars and sports utility vehicles. According to a survey
by US-based automotive market forecasting firm CSM Worldwide, India is poised to emerge as the fourth-
largest light vehicle market in the world by 2014, riding on low-cost cars. By that time, light vehicle sales are
expected to reach 4.5 million units, experiencing a 16% compound annual growth rate (CAGR), which would
make India the fourth-largest market in the world.

Rail Transport

Indian Railways is the largest railway network in Asia and the fourth most heavily used system in the world. It
carries some 14 million passengers a day and is one of the world's largest employers. Rail transport plays a
leading role in carrying passengers and cargo across India's vast territory with tariff policies that overcharge
freight to subsidise passenger travel. Due to infrastructure and connectivity upgrades of the railways across the
country, total spending on rail transport increased by 1,218% from 1995-2007. The rate of growth was much
higher than the average transport sector growth of 209.4%. In 2007 Indian Railways had an average occupancy
rate of more than 80%. Due to increased competition from low-cost airlines wooing away middle-income
passengers, Indian Railways is trying to stay competitive by sprucing up its upper class trains and introducing
new train services without increasing the fares. To attract the middle and upper classes, the railway budget for
2006-2007 announced an 18% cut in air-conditioned first-class fares and a 10% cut in air-conditioned second-
class fares. The budget also announced for the first time dynamic pricing, or different rates for peak season and
low season. Online ticket bookings were made better and more convenient for customers. A common website
integrating the more than 50 different railway websites is being developed with built-in facilities such as e-
payment and e-tendering. Indian Railways is planning to introduce ticket sales booths at petrol pumps across the
country. It is also in the process of launching call centres throughout the country to provide reservation facilities
and other information related to train services.

Impact

According to Ministry of Railways statistics, passenger earnings increased by 14% during the first nine months
of 2007. In 2007, the induction of 700 additional coaches in popular trains facilitated travel of more people and
increased the earnings of the railways. Plans to add another 800 coaches on popular trains in 2007-2008 are
likely to boost further passenger travel. Train enquiry call centres started functioning in all four regions of the
country, which in the future will provide several services like railway ticketing, car and hotel bookings and is
expected to boost consumer demand for these services.

Transport Infrastructure

Transport infrastructure in India is better developed in the southern and south western parts of the country. The
north eastern parts, owing to rough terrain, have been isolated from the rest of the country due to poor transport
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connectivity. Roads are the dominant mode of transportation in India, carrying close to 90% of the country's
passenger traffic. The density of India's highway network – at 0.66 km of highway per square kilometre of land
– is similar to that of the United States (0.65) and much greater than China's (0.16) or Brazil's (0.20). However,
most highways in India are narrow and congested, with poor surface quality that reduces truck and bus speeds to
30-40 kph. Road maintenance remains significantly underfunded with only about one-third of maintenance
needs being met. This leads to the deterioration of roads and high transport costs for users.

Roads are significant for the development of rural areas, home to almost 70% of India's population. Although
the rural road network is extensive, according to World Bank estimates, 40% of India's villages do not have
access to all-weather roads. The problem is more acute in India's northern and north eastern states, which are
poorly linked to the country's major economic centres. In Mumbai and other metropolitan centres, roads are
often severely congested during rush hours. The dramatic growth in vehicle ownership during the past decade
has reduced rush hour speeds to 5-10 kph in the central areas of major cities. Due to a high population and low
penetration of personal vehicles by comparison with CLIFE countries, public transport systems such as railways
and airlines face severe capacity constraints. India has 60 airports, including 11 international airports. The
dramatic increase in air traffic for both passengers and cargo in recent years placed a heavy strain on the
country's four major airports. Air traffic has been growing at more than 15% a year, leading to severe strain on
infrastructure at major airports, especially the Delhi and Mumbai airports, which account for nearly 50% of the
nation's air traffic.

Impact

According to the Ministry of North-East Development, despite its natural wealth, the northeast region gets a
minuscule share of 4% of total foreign tourist arrivals in the country, recorded at 5 million in 2007. As
connectivity in the region has improved dramatically in recent years, consumers in the Northeast are expected to
spend more on public transport. The improvement in transport infrastructure will also boost domestic and
foreign tourism to the Northeast, which will lead to increase in demand for hotels, car rentals and restaurants in
the region.

Low-cost carriers will see the highest volume and value development. However, lack of adequate infrastructure
could act as an obstacle to further development. Rising fuel costs, parking / landing fees, airport taxes and pilots'
salaries apply across the industry and will make survival for the low-cost airlines tougher. As the profitability of
these airlines suffered in the past year, in absence of a bailout package by the government, prices are expected to
increase in the future.

Due to an increase in the number of personal and public vehicles, sales of global positioning service (GPS)
devices are expected to increase manifold. More than 2 million units of cars are sold per year in India and there
are more than 200 million mobile phone users in India. Of these total numbers, a non-trivial percentage of users
can afford GPS products for in-car and mobile phone usage. However, the penetration level of the GPS market
in India is still 30%. Although there is a requirement and availability of hardware devices, service providers and
matching applications are missing from the market.

Table 104 Consumer Expenditures on Transport: 1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Purchase of cars, 84.3 129.8 146.3 163.6 200.6 213.7
motorcycles

and other vehicles
Operation of personal 581.3 763.2 929.5 1,317.9 1,773.2 1,927.4
transport equipment
Transport services 902.4 1,480.2 1,718.8 2,027.4 2,539.6 2,710.7
– Rail travel 19.0 89.3 148.3 177.2 224.4 249.8
– Buses, coaches and 580.2 943.3 1,071.6 1,273.3 1,607.0 1,713.4

taxis
– Air travel 18.0 41.7 49.5 59.9 76.3 82.4
– Other travel 285.1 406.0 449.4 517.0 631.9 665.0

TOTAL 1,568.0 2,373.2 2,794.7 3,508.9 4,513.3 4,851.8
Source: National statistical offices, OECD, Eurostat, Euromonitor International
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Note: Constant value at 2007 prices

Table 105 Consumer Expenditures on Transport (% analysis and % growth): 1995/2000/2007/1995-
2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Purchase of cars, 5.4 5.5 4.4 153.5 64.7
motorcycles

and other vehicles
Operation of personal 37.1 32.2 39.7 231.6 152.5
transport equipment
Transport services 57.5 62.4 55.9 200.4 83.1
– Rail travel 1.2 3.8 5.1 1,218.4 179.9
– Buses, coaches and 37.0 39.7 35.3 195.3 81.7

taxis
– Air travel 1.2 1.8 1.7 356.8 97.8
– Other travel 18.2 17.1 13.7 133.2 63.8

TOTAL 100.0 100.0 100.0 209.4 104.4
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 106 Per Capita Expenditures on Transport: 1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Transport 26.37 37.81 43.09 60.55 83.32 102.85
Average of CLIFE 708.62 703.92 723.57 978.12 1,123.07 1,272.70

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 107 Per Capita Expenditures on Transport (% growth): 1995-2007/2000-2007

% growth
1995-2007 2000-2007

Transport 290.05 172.00
Average of CLIFE countries 79.60 80.80
Source: National statistical offices, OECD, Eurostat, Euromonitor International

COMMUNICATION

Spending on Communications

Before mobile phones and the Internet appeared on the scene, Indians communicated using the postal service
and landline telephones. Although these are still prevalent in many parts of rural India, urban India has
witnessed a telecom boom. With the advent of modern methods of communication such as e-mail and mobile
phones, the proportion of consumer spending on postal services fell from 32.4% in 1995 to 25.6% in 2007. The
proportion of both telecom equipment (39.8%) and services (27.8%) in 1995 increased to 43.7% and 30.7%,
respectively, in 2007. After the government of India opened up the telecom market to private and foreign
investors, increased competition resulted in the lowest mobile phone tariffs in the world and a wide choice of
operators and technology (GSM and CDMA). According to Financial Express, mobile telephony is currently
expanding at 6 million customers per month, and there are five mobiles for every landline phone. The per capita



Annual gross income India

 Euromonitor International Page 83

spending on telecom is very low in India at US$10.98 compared to the CLIFE average of US$324.92 in 2007.
However, the growth of per capita expenditures on communications in India was 482.7% from 1995-2007,
compared to the 174.1% average of CLIFE countries.

According to the statistics of International Telecom Union (ITU), Indian mobile telephony tariffs are the lowest
in the world. The cheap rates explain the low per capita expenditures and high growth when compared to other
CLIFE countries. A 300-minute basket for cellular services costs US$16 in India while it would cost US$21 in
China, US$77 in Brazil and US$115 in Argentina. Similarly, Internet access charges are as low as Rs10 for one-
hour access at a cybercafé. A 256 kbps broadband connection would cost Rs500 per month. Affordability of
mobiles and Internet has enabled people from both rural and urban India to use these services extensively.
Statistics by Nasscom indicate that more than 200 cities and towns in India have Internet connectivity.
According to research by the Internet and Mobile Association of India, there were 46 million Internet users in
India in 2008; 28 million of these users were aged 15-24 and spending more than 12 hours online everyday.

Impact

Personal ownership of mobile phones in India is increasing dramatically. Household penetration grew from 8%
in 2005 to an estimated 19.5% in 2007, although this remains low by international standards, indicating
significant potential for future growth from first-time users. At the same time, the replacement cycle has become
shorter. About 65% of mobile phone users change their handset every two years, so the size of the replacement
market for phones was about 35 million units in 2007. Industry estimates point to an estimated 15% of users
who now report changing their handsets every six months. With mobile phones becoming accessible and
affordable to remote corners of the country and low-income families, fixed-line phones are facing stiff
competition. BSNL/MTNL and Reliance Infocomm, the biggest players in fixed line are investing in improving
the network quality. Before the mobile boom, one had to wait at least six months to get a phone connection. But
these days a landline connection is usually available immediately on demand, even in high-density urban areas.
BSNL reduced the tariffs on fixed lines by 50% in June 2008 to Rs0.60 per minute for local calls and Rs0.80 per
minute for national calls.

The year 2007 was declared the 'Broadband Year' by the Indian government. Various initiatives are being taken
to increase Internet penetration and popularise its usage for not only e-mail, chat and search but also for
networking, learning, shopping and gaming. Consumers are increasingly switching from postal services to e-
mail for communications. Postal services in the past had a reputation for being inefficient and losing crucial
letters and money orders in delivery. India has the largest postal network in the world with more than 100,000
post offices, of which 89% are in rural areas. However, it has seen declining traffic in the last two years and
money order revenue has also fallen. To counter this, India Post has come up with several new services such as
retail post, e-post and e-bill. These services have shown good revenue growth, as has speed post, which is in
competition with the courier business for letters and parcels. Many rural households remain heavy users of the
postal system.

Television, Cable and Satellite

The penetration of colour TV sets was 47% in 2007, a remarkable increase of 2,687% from 1995. The growth in
colour TV led to the decline of black and white TV sets to 18% in 2007, a decrease of 44% since 1995. The
increase in the number of colour TVs is mainly due to the reduction in its price. In 2007, a 14-inch branded
colour TV was available for as low as Rs3,500.

The number of national television channels of Doordarshan, the government-owned terrestrial television
network, remained constant since 1995 at three channels. However, the number of regional channels
broadcasted by Doordarshan is close to 27. Due to the limited choice of programmes on these channels, cable
and satellite television have grown in popularity. Cable TV penetration was 32.5% in 2007, an increase of 238%
over 1995. Satellite TV system penetration was much less at 4%, but witnessed growth of 256% since 1995.
Cable TV systems often lead to a high level of dissatisfaction due to the high frequency of down time, poor
service and random fee structure. This has led many consumers to opt for satellite TV systems such as TATA
Sky that offer better value-for-the-money for consumers. The average cost of cable TV was Rs125 per month
while the average cost of satellite TV was Rs300 per month in 2007.

ESPN-Star Sports is watched in 10% of upper-income urban homes with viewership being predominantly male.
Other strong niche markets are wildlife channels like National Geographic, Discovery and Animal Planet, MTV
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and Channel V. The audience is definitely urban, upper-income, with young adults. International BBC and CNN
compete with a host of Indian news channels.

Impact

According to a report by Times of India, consumer preferences for large (32-inch and up) flat panel display TV
sets have been growing, and they now constitute a 55% share of the TV set market. The major formats among
flat panels, liquid crystal display (LCDs) and plasma TVs grew by more than 300% and nearly 40% in sales,
respectively, in 2007. The price range of a 32-inch TVs is Rs50,000-55,000, while 42-inch sets come with a
price tag of Rs85,000-90,000. The 26-inch TVs are priced at Rs35,000. The huge growth witnessed in the
market is mainly due to a combination of factors including a price drop of 35% and aggressive promotion by
manufacturers that resulted in strong consumer interest.

With an increase in the number of TV sets, consumer demand for more channels and interesting content has
increased. As per an article by Reuters on Livemint.com, more than 100 TV channels are scheduled to be
launched in 2008 and the total number of channels on the air will hit 700 by 2009, forcing broadcasters to
reduce advertising rates and spend heavily on improving technology to ensure their channels are carried into
homes. India has become the world's third-biggest cable TV market in less than two decades since the market
was opened up to foreign players, and it is forecast to become Asia's most lucrative pay-TV market by 2015.
The average revenue per user per month is only US$3.50, among the lowest in the region.

Printed Media

Print media has always been an important part of Indian social consciousness, since the days of their freedom
struggle during colonial rule. The Indian press exercises a large degree of freedom and plays an important role
in voicing the concerns of citizens. The press has experienced impressive growth fuelled by expansion of
literacy and the spread of consumerism, which has led to rapid growth in periodicals and weeklies. Although the
majority of publications are in indigenous languages, the English-language press, which has widespread appeal
for the expanding middle class, has broad multi-city circulation throughout India. There are four major
publishing groups in India, each of which controls the national and regional English and vernacular language
publications. They are the Times of India Group, The Indian Express Group, The Hindustan Times Group and
the Anandabazaar Patrika Group. The Times of India is the largest English-language daily in both India and the
world, with a circulation of 2.4 million. There are more than 200 English daily newspapers. Vernacular
newspapers enjoy large circulation on the statewide and citywide levels. According to the World Association of
Newspapers, newspaper sales in India increased by 11.2% in 2007. By 2007, India consumed 99 million
newspaper copies in more than 90 languages, making it the second-largest market in the world for newspapers.

India has more than 40 domestic news agencies. The Express News Service, The Press Trust of India and the
United News of India are among the major news agencies and employ many foreign news correspondents. The
freedom of the press is a legal norm, constitutionally guaranteed. Liberalisation of economic policy, increase of
private sector advertising and competition have bolstered the freedom of the Indian press.

Impact

According to research by the Indian Institute of Technology Kanpur, entitled 'Media, Rising Consumer Culture
and Working Class', the media in India is giving rising to a culture of consumerism, emulation and materialism.
New tabloids covering stories of the rich and glitzy life of socialites have spiralled in last few years. Such
publications create the desire in people to consume through emulating celebrities. The Swedish pioneer of the
free tabloid newspaper, Metro International, launched Metro Now in New Delhi, India's first free tabloid
newspaper. Analysts at Metro say that it will cash in on two global urban trends emerging in India's capital. The
first is that young readers find newspapers dull and have stopped buying them, and the second is that commuters
will pick up a paper to read, especially if it's free. Delhi's underground metro rail which started in 2002 and
plans to expand to 100 stations in the capital would provide the ideal ground for the distribution of such tabloid
papers.

Telephones

The total number of telephones in the country crossed the 300 million mark in June 2008. Indians are
increasingly switching to mobile phones and away from fixed line telephones. According to Financial Express,
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mobile telephony is currently expanding at a rate of 6 million customers per month, and there are five mobiles
for every landline phone. To compete with mobile phones, BSNL reduced the tariffs of fixed lines by 50% in
June 2008 to Rs0.60 per minute for local calls and Rs0.80 per minute for national calls. In contrast, mobile
phone rates are as low as Rs0.10 per minute for local calls and Rs0.40 for national calls under certain plans. The
Telecom Regularity Authority of India decided in 2008 to exempt private telecom players from Access Deficit
Charges paid to BSNL to subsidise their operations in rural areas. This move would result in a further lowering
of tariffs in the country. Two years ago, the government permitted telecom licensees to offer unrestricted
Internet telephony as part of their licence conditions. None of the mobile operators has done so yet, principally
because the service would drive down mobile tariffs and impact average revenue per user, which is already
among the lowest in the world.

The handset has now become a status symbol in India, and style and design play an important role in consumer
decision-making about unit purchases. Feature-rich phones such as those with mp3, radio and camera functions
have become common functions in every handset. The average unit price of a handset fell by just over 50%
from 2004-2007 and stood below Rs3,000. It is possible to get a handset for as little as Rs800. In 2007, an
estimated 100,000 outlets were selling mobile phone handsets in India, and the vast majority were independents,
although there has been strong growth in the sales of mobile phones, accessories and recharge cards through
chain stores since 2006. In 1998, 75% of retail sales of handsets were made through telecom operator outlets,
but their share fell to 42% by 2007, as mobile phone specialist outlets spread across the country, ranging from
small, hole-in-the-wall outlets to larger, customer-friendly stores.

Impact

Sales of smart phones are growing at an above-average rate. They have eaten into the traditional PDA market,
which is now on the decline, as business users prefer voice-enabled digital devices. The strong growth in
advanced mobile phones has slowed down growth in the sales of other mass market products, such as portable
mp3 players, digital cameras and radios. Instead of buying digital cameras, many consumers opt to upgrade their
phones to camera phones. New 3G handsets are now being sold in India, although 3G networks are not as
prevalent as the GSM networks. The Indian government is expected to hold an auction for the 3G spectrum by
the end of 2008. Once this is released, the growth of 3G handsets will be higher. CDMA networks such as
Reliance and Tata Indicom have moved to CDMA 2000, which is a 3G system. This led to growth in the market
for these phones during 2006-2007. With a strong replacement market, the handset-only segment is very
significant in India. As handset prices fall, and competition between service providers grows, bundled product
and service offers are becoming the norm. Private labels are likely to lead to a reduction in retail prices, as
phone manufacturers offer cheap handsets to service providers. More manufacturers are expected to set up
manufacturing units in the country, to cater to large demand quickly and cheaply. In 2007, Nokia completed one
year of manufacturing operations in India, which is currently the third-largest market for Nokia in terms of
volume. It is expected to emerge as the second-largest market by 2010.

Computers and Internet

The household penetration and number of Internet users in India saw growth of 2,243% from 2000-2007,
whereas PC penetration increased by 267%. According to the statistics of the Internet and Mobile Association of
India (IAMAI), in 2007 33% of active Internet users in India are working men and 11% are working women.
College students account for 21% and schoolchildren make up 14% of active Internet users. Older men and non-
working women account for the remaining 21%. According to the association, 16.8 million active Internet users
in 30 cities access the Internet from cybercafés. However, the share of cybercafé as main access point is falling
as more people have the ability to access the Internet from their offices. This could be due to an increase in the
number of people working in the IT/ITES sector. Usage of the Internet in schools and colleges increased due to
the introduction of computers and the Internet in the educational system.

According to IAMAI, the low cost of broadband has further helped increase Internet usage. E-commerce and
high demand for the '.in' domain registrations are also factors contributing to the increase in online users. The.in
domain registrations have surpassed 150,000. Favourable broadband policy and other initiatives by the IT and
Telecom Ministry have encouraged Internet use by the masses. A monthly broadband subscription costs as little
as Rs200, and nowadays computers are available for purchase at less than Rs10,000. Internet usage is mainly
prevalent in urban areas since, as most of the content on the Internet is in English, its usage is restricted to the
population familiar with English. Another barrier to increased Internet penetration is the exposure to using a PC.
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In the future, increased Internet penetration would depend on increased literacy, PC education and vernacular
content on the Internet.

Impact

According to IAMAI, Indians go online for a number of activities including: e-mail and chatting (98%); job
searches (51%); banking (32%); bill payment (18%); stock trading (15%); and matrimonial searches (15%).
Communications remain the key application for the Internet. E-mail and chat are exclusive applications offered
by Internet and unrivalled by any other media. Increasingly Indians are using the Internet for gaming, news,
blogging and research. Internet is thus fast emerging as a substitute for the library, newspaper and radio. With
the growth of e-commerce, Indians are using the Internet for online banking, ticketing and shopping. According
to statistics of the Internet and Mobile Association of India (IAMAI), the proportion of active Internet users in
30 Indian cities using Internet for e-mail and chat increased from 59% in 2000 to 62% in 2007. The total number
of Internet users pursuing entertainment activities such as gaming, music and video downloads increased.
However, the proportion of users for information and entertainment decreased from 46% in 2000 to 31% in
2007. The decrease infotainment user share has been due to an increase in the proportion of e-commerce users
from none in 2000 to 5% in 2007. The proportion of e-commerce users has been increasing slowly but steadily.
E-commerce offers the ability to quickly perform utility tasks such as bill payments, ticketing and online
banking, which traditionally takes many hours to do manually in India due to long queues that are ever present
in these utility offices. Matrimonial sites such as Bharat Matrimony and job sites such as Monster India have
millions of registered users and are highly popular across India.

E-commerce

For Indians, shopping is an experience in itself. Thriving malls and hypermarkets full of window shoppers only
corroborates this fact. Thus e-commerce differentiates itself by the convenience and discounts it offers. The
increasing use of e-commerce is brought about by higher Internet penetration in small towns and the limited
reach of physical distribution channels of established sellers. These factors, coupled with higher disposable
income, compel Internet users in these towns to buy online. According to a study by IAMAI, the three major
factors supporting e-commerce in India were time savings, convenience associated with shopping at home and
the availability of a range of products. The growth of consumer credit also had an important role in the
popularity of online transactions. However, the report also highlighted hurdles to growth such as product
quality, the ability to bargain and the security issue of e-transactions. E-commerce and e-ticketing will continue
to grow if consumers feel more secure about online transactions.

Impact

The e-commerce market in India is expected to touch Rs92 billion in 2008. Among the various businesses, the
online travel segment leads the pack. It is expected to grow at a rate of 30% and reach Rs70 billion by the end of
2007-2008. This would be followed by online classifieds, which is projected to reach Rs8 billion. Online retail
stood at Rs8.5 billion in 2006-2007 and is expected to become a Rs11 billion industry by the end of 2007-2008.
Digital downloads and paid content accounted for the rest of market share. Online banking in particular has
made huge strides since 2000. The Indian Railways online booking portal – launched in August 2002 and one of
the fastest-growing e-commerce portals in India – has given a huge fillip to card-based e-commerce in India.
The portal has advertised its security features and been promoted by banks such as ICICI and Citibank, which
operate the commercial portal. Card-based Internet transactions are almost completely ruled by railway and
airline booking, with other shopping adding negligible amounts.

M-commerce

The Telecom Regulatory Authority of India (TRAI) reported 185 million mobile phone users in 2007, which
translates into a large potential market for m-commerce services. M-commerce is currently restricted to ringtone
downloads, games and video clip downloads and pre-paid card recharges. Reliance Infocomm and Bharti Tele-
Ventures are likely to be the key players in the m-commerce market, offering pure m-commerce services such as
bill payment and ticket purchases. Airtel, ICICI Bank and Visa have linked up to introduce mChq, allowing
Airtel customers and ICICI Bank Visa cardholders to pay for their mobile bills using the phone. Indian
Railways, buoyed by the success of its Internet booking venture, are testing an m-commerce pilot project in
Delhi. If the railway project takes off, it will give momentum to m-commerce in India.
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On 10 October, 2008, RBI decided to relax its mobile-banking norms, and raised the caps on fund transfers as
well as mobile-based payments. Taking into account requests from banks and mobile payment-service
providers, RBI raised its transaction limit from Rs2,500 to Rs5,000 per day for fund transfers. With this
regulation, consumers can make purchases of up to Rs10,000 and utility bill payments of up to Rs5,000 through
their mobile phones. The enhanced per-day limit will give customers the flexibility to make multiple payments.
According to a report by The Economic Times, mobile payment firms are hopeful that the successful roll-out of
m-banking products will enable RBI to increase this limit further.

Impact

Airtel, the biggest private telecom provider in India, announced the launch of a whole range of m-commerce
solutions, such as mobile money transfer (MMT), post-paid bill payment and prepaid recharge on the mobile
phone. It is partnering with ICICI bank, HDFC bank, SBI, Corporation Bank and Visa to enable these payments.
The solution has been developed by mChq, a leading provider of mobile security and payment solutions. This is
the first time in India that mobile money transfer will be available. The benefit will be felt by millions of Airtel
customers and will likely lead to increased mobile phone spending due to ease of recharging.

Another wireless service provider, PayMate, launched its payment service in 2007, after spending two years
developing an 'ecosystem' that connects banks, retailers and customers using SMS. People who sign up to
PayMate currently use the service to buy items such as flowers and movie tickets. The firm is exploring the
possibility for people to pay their utility bills with their phone. Another service expected to be heavily used in
the future is Paymate's mobile airline ticket, or m-ticket, the 'FlyBuySMS' service, launched in partnership with
Kingfisher Airlines. PayMate is also gearing up to offer its service at restaurants, which means Indians can use
their mobile phones to pay for meals.

Table 108 Consumer Expenditures on Communications: 1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Postal services 36.4 63.4 74.6 95.1 124.7 132.5
Telecommunications 44.6 92.8 108.4 149.9 207.5 226.7
equipment
Telecommunications 31.1 63.7 75.8 104.3 145.3 159.0

services

TOTAL 112.1 219.9 258.8 349.3 477.4 518.2
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 109 Consumer Expenditures on Communications (% analysis and % growth):
1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Postal services 32.4 28.8 25.6 264.4 108.8
Telecommunications 39.8 42.2 43.7 408.0 144.3

equipment
Telecommunications 27.8 29.0 30.7 411.1 149.8

services

TOTAL 100.0 100.0 100.0 362.3 135.6
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 110 Per Capita Expenditures on Communications: 1995/2000/2002/2004/2006-2007

US$ per capita
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1995 2000 2002 2004 2006 2007

Communications 1.89 3.50 3.99 6.03 8.81 10.98
Average of CLIFE 118.55 153.28 176.06 241.95 278.77 324.92

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 111 Per Capita Expenditures on Communications (% growth) 1995-2007/2000-2007:

% growth
1995-2007 2000-2007

Communications 482.74 213.52
Average of CLIFE countries 174.08 111.97
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 112 Penetration of Televisions and Number of TV Channels: 1995/2000/2002/2004/2006-2007

Per 100 households
1995 2000 2002 2004 2006 2007

Black and white TV sets 26 33 30 25 20 18
(% of households)
Colour TV sets (% of 2 19 28 35 43 47

households)
National TV channels 3 3 3 3 3

(number)
Source: National Statistical Office, European Audiovisual Observatory, Euromonitor International

Table 113 Penetration of Televisions and Number of TV Channels (% growth): 1995-2007/2000-2007

% change
1995-2007 2000-2007

Black and white TV sets -29.90 -43.96
Colour TV sets 2,687.19 153.38
National TV channels 0.00
Source: National Statistical Office, European Audiovisual Observatory, Euromonitor International

Table 114 Penetration of Cable and Satellite Television: 1995/2000/2002/2004/2006-2007

% of households
1995 2000 2002 2004 2006 2007

Cable TV 9.62 20.87 25.08 28.54 31.35 32.53
Satellite TV system 1.14 2.38 2.87 3.37 3.84 4.06
Source: Euromonitor International from trade sources and national statistics

Table 115 Penetration of Cable and Satellite Television (% growth): 1995-2007/2000-2007

1995-2007 2000-2007

Cable TV 238.27 55.91
Satellite TV system 255.88 70.91
Source: Euromonitor International from trade sources and national statistics
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Table 116 National and International Phone Calls, Telephone Lines in Use and Mobile Phone
Users: 1995/2000/2002/2004/2006

As stated
1995 2000 2002 2004 2006

International outgoing 342 540 660 681 712
telephone

calls (million minutes)

TOTAL 342 540 660 681 712

Telephone lines in use 11,978 32,436 41,420 46,198 54,155
('000s)

Mobile telephone 77 3,577 13,000 52,220 166,050
subscribers ('000s)

Source: National Statistical Office, International Telecommunications Union, World Bank, Trade sources, Euromonitor
International

Table 117 National and International Phone Calls, Telephone Lines in Use and Mobile Phone Users
(% growth): 1995-2006/2000-2006

% change
1995-2006 2000-2006

International outgoing telephone calls 108.23 31.73
TOTAL 108.23 31.73
Telephone lines in use 352.12 66.96
Mobile telephone subscribers 216,449.30 4,542.03
Source: National Statistical Office, International Telecommunications Union, World Bank, Trade sources, Euromonitor

International

Table 118 Household PC Penetration and Internet Usage: 2000/2002/2004/2006-2007

As stated
2000 2002 2004 2006 2007

Internet users ('000s) 5,500.0 16,580.0 35,000.0 89,892.8 128,876.8
ISDN subscribers ('000s) 16.4 31.2 34.6 36.8 37.7
PC penetration (% of 3.6 5.7 8.3 11.5 13.4

households)
Source: National Statistical Office, International Telecommunications Union, World Bank, Trade sources, Jupiter

Research, Euromonitor International

Table 119 Household PC Penetration and Internet Usage (% growth): 2000-2007

% change
2000-2007

Internet users 2,243.22
ISDN subscribers 130.11
PC penetration 266.76
Source: National Statistical Office, International Telecommunications Union, World Bank, Trade sources, Jupiter

Research, Euromonitor International

LEISURE AND RECREATION
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Spending on Leisure and Recreation

Consumer expenditures on leisure and recreation rose from Rs215.9 billion in 1995 to Rs486.4 billion in 2007,
an increase of 125%. Per capita expenditures increased from US$3.63 in 1995 to US$10.31 in 2007. However, it
is still extremely low when compared side-by-side to the 2007 CLIFE average of US$921.47. At 1.92% of total
consumer expenditures, leisure and recreation constitutes the smallest share of all consumer sectors and is
expected to remain so even until 2015. Per capita expenditures on leisure are also the lowest among all other
consumer goods. The only other consumer expenditure that is comparable to leisure is communications, with per
capita expenditures of US$10.98 in 2007. However, the low spending on communications is due to high
competition among players and the lowest tariffs in the world. The low spending on leisure and recreation is due
to the poor work-life balance that exists in India. According to Nielsen's biannual Global Online Consumer
Opinion Survey conducted across 51 countries worldwide, maintaining work-life balance is the biggest concern
for 20% of Indians, the number one concern based on the relative proportion of people citing it. Indians
traditionally have believed in a mantra of 'work is worship' and often workaholism is considered a virtue by
employers. With the increase in competitiveness in the workplace and with the higher number of women
entering the labour force, the work-life balance of Indians is becoming an issue of concern. In the IT and
financial sectors, it is common for average work hours to exceed the minimum hours mandated per week.
According to a report on the Indian government's portal on compensation in India, in many private sector units
(both organised and unorganised), staff work an average of more than 60-70 hours per week, a figure much
higher than in Western countries. However, the awareness about improving the work-life balance is increasing
through the corporate initiatives of many global employers and other Indians firms are also following suit.
Initiatives include the flexibility of working from home, mandatory leave days per month, counselling and
health services among others. With an increasing awareness about work-life balance and higher disposable
income, consumer expenditures on leisure and recreation are slowly but steadily increasing.

Impact

The largest proportion of spending on leisure and recreation was on audiovisual and photographic equipment,
which constituted 35% of total spending in 2007, an increase of 236% over 1995. The rise in spending on digital
audio and video cameras is due to an increase in the choice of international brands available, such as Sony,
Nikon and Canon, and falling consumer electronic prices. The demand for these items is also driven by the
increased frequency of Indian domestic and international holidays. Spending on package holidays constituted
7.3% of total spending, which saw the highest growth at 633.6% from 1995-2007. The only consumer
expenditure to witness a decline in spending was recreational and cultural services, which decreased by 21.3%
during the review period. However, it still constituted the second-largest proportion of total spending at 32.4%
in 2007. The decrease in spending on cultural services can be attributed to an increase in the penetration and
popularity of television, due to which the number of people going for live dance or music performances has
decreased. Increasingly artists are cutting albums to reach out to the people instead of performing live shows. As
a result CD and DVD players and home theatre systems have witnessed strong growth, as manufacturers such as
Samsung, LG and Philips have all launched less expensive versions of their international products for the
middle-income consumer in India.

Shopping for Leisure Goods

The NOP World Culture Score Index surveyed 30,000 people in 30 countries in 2005 and reported that Indians
are the world's biggest bookworms, reading on average 10.7 hours a week, twice as much as Americans.
Reading as a leisure activity has always been encouraged by families. With increased literacy and popularity of
Indian writers in both English and vernacular languages, reading has become one of the most popular leisure
activities today among the literate. According to book publishing firm Penguin, India is the world's third-largest
market for books in English after the United States and Britain, and book publishers have an annual turnover of
US$1 billion. Unlike most other product retail stores in the country, booksellers have a comparatively higher
level of concentration, with the presence of a number of chained players. These include market leaders
Landmark and Crossword, which had value shares of 6% and 5%, respectively, in 2007. While traditional
bookstores in India mainly retail academic books, retailers have increasingly added to their portfolios, offering
products such as non-academic books, music, movies, CDs and toys to attract a wider consumer base. Online
retailing of books is a growing trend, with many firms such as Penguin planning to expand in this direction.
However, big international sellers such as Amazon have yet to start operations in India. Although high- and
middle-income individuals prefer to buy books from retail stores, many lower-income individuals buy books
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from street side pirated book carts, which sell books originally priced at Rs500 for as little as Rs50. Online book
piracy is the latest trend, with e-versions of a large number of books available for free downloads.

Indians are music lovers with a rich heritage of classical and popular film music. However with the penetration
of Internet, music piracy has increased to a high level, currently 56% in India. The Indian music industry
regularly makes appeals against downloading music from websites and calls for strict action against pirates.
However, this trend is likely to increase given the fact that there is no proper legislation in existence in India
against piracy. In the past, the Internet Services Providers Association of India (ISPAI) blocked 50% of the
websites that offered free music downloads. According to PWC, due to the rampant piracy, the music industry is
expected to grow at a mere 1% per annum until 2010, as compared to 32% and 24% growth in television and
radio, respectively.

Traditional toys in India include unbranded dolls, small cars and plastic animals sold in small retail stores. Toy
and game stores remain a fragmented retail format in India, with 550 outlets and value sales of Rs1.4 billon in
2007. Toys remain a largely metropolitan phenomenon and dedicated toy and game stores are not common in
the country. Most bookstores, gift stores and clothing outlets and even supermarkets sell toys and games. In
2008, Reliance Retail announced the launch of an exclusive pan-India franchise arrangement with UK's
Hamley's to distribute its branded toys across the country. An increase in urban retail stores is likely to increase
the sale of toys in the future, as urban parents increasingly realise that toys can be educational items, too.

Impact

Leisure and personal goods retailing is expected to remain robust, with an expected growth rate of 13% over
2007-2012. The number of outlets is projected to increase from just over 91,000 to almost 137,000. During the
forecast period most retailers are expected to pay more attention to branding, as consumers become increasingly
brand-conscious. Smaller regional players in jewellery, watches and books are expected to open larger shops
and offer a wider range of products in order to attract a broader consumer base.

Value sales of booksellers grew by 11% in 2007. There were just over 6,300 booksellers in India as of 2007,
with scattered presence nationwide. Booksellers, apart from facing competition from other leisure sources, also
must increasingly compete with pirated books sold on roadsides at a fraction of the original cost.

Audiovisual store outlet growth slowed down significantly in 2007 to 4%, compared with 7% in 2006.
Audiovisual retailers, both independent and chained players such as MusicWorld and Planet M, slowed
expansion of operations in 2007. Piracy and the increased popularity of mp3s, which are often downloaded from
the Internet free of charge, are affecting the profitability of audiovisual players. MusicWorld remained the
leader of audiovisual stores in 2007, both in terms of the number of outlets and also in value sales terms, with
350 outlets and a value share of 34%.

Leisure Time

Traditionally, Indians – especially married couples with children – tend to spend their leisure time at home with
their families. Singles, who live away from their families for work, prefer to spend their leisure time outside the
home with friends. As the number of single-person households is on the rise, more people are spending leisure
time in malls, theatres, pubs and restaurants. Shopping with family is one of the favourite pastimes in India, and
the malls in urban areas are witnessing high footfalls. According to Abhijit Das, head of Ansal Plaza Mall
Management Company, when footfalls in malls go up by 8-9%, then incremental sales rise to 15% across major
categories including apparel, accessories, low-end fashion and jewellery.

The popularity of films cuts across income brackets and socio-economic classes. It is by far the country's most
popular leisure activity. The passion for watching movies is only rivalled by watching cricket matches on
television. Cricket matches, especially India-Pakistan matches, generate the highest television ratings. Across
the country, television viewing is the chief form of home entertainment. An average working-class Indian
watches at least two hours of television per day with housewives and children watching much more. Soap
operas and film-based programmes are extremely popular. Even family schedules are adjusted to suit television
programmes in some homes. Increasingly, go-carting, bowling and video game parlours are attracting younger
urban Indians as outdoor entertainment options. Reading books, especially fiction, is on the rise, mainly in the
top five cities. A combination of increasing disposable income, more reading fluency and the active promotion
of new releases by the publishing houses are said to be reasons behind this trend. As PC penetration rises, so has
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PC gaming as a home entertainment activity. Cybercafés are also being used by gamers. According to a report in
Business Standard, many people spend as much as 33% of their Internet time on gaming. Urban 20-year-olds
with high disposable income are the main consumers of the online gaming industry. However, just as in books
and music, piracy is a rampant problem within computer gaming, too. Some parents also discourage their
children from playing computer games, believing that it is 'dumbing them down' and adversely having an impact
on their eyesight and health.

Impact

According to NASSCOM, India currently contributes a mere 0.25% to global gaming revenues with US$48
million a year in sales. The growing popularity of games is set to take this market to US$424 million by the end
of this decade, representing a CAGR of 72%. The casual Indian gamer is typically in the 12-25 age group and is
a discerning user who has been exposed to global gaming content on the Internet. According to Zapak Digital
Entertainment Ltd., which runs the popular Indian gaming site Zapak.com, multi-player games such as cricket
are extremely popular and generate almost 30% of the site's traffic.

Adventure sports in India have been recognised as representing a sunrise industry by the Ministry of Tourism.
The diverse topography of India, with snow-capped mountains, desert and sea, make it an ideal adventure sports
destination. According to a 2008 report by India Today, India has the potential to attract another half-million
foreign adventure tourists. The domestic market is also set to see 10-fold growth in the next five years. Hotspots
such as Ladakh, Arunachal Pradesh, Sikkim, Himachal Pradesh and others are being aggressively promoted as
popular adventure sport destinations among tourists. Almost 70% of the demand comes from the corporate
sector, which uses adventure sports as a means to encourage teamwork, time and stress management and
working under pressure. Water sports have also witnessed stupendous growth in states such as Goa, which now
holds annual events such as the Windsurfing Regatta.

Culture

Regular visits to the local temples, mosques and other religious institutions form part of the cultural tradition of
most Indian families, especially during festivals. An appreciation of temple architecture has grown among the
educated classes, and temple appreciation trips are now organised by history or adult learning groups in urban
India. The Indian landscape is filled with so many monuments, temples, forts and palaces, but there is little
reverence for these places among the current generation. Similarly, visiting museums is not a popular adult
activity. It is mainly schoolchildren and foreign tourists who are introduced to Indian art and history through
museum visits. One of the most popular museums is the National Museum in Delhi, the largest museum in
India, which received close to 200,000 visitors in 2004-2005. The lack of reverence for these cultural
institutions is mainly due to a relatively undereducated population that cannot fully appreciate these institutions
and who are easily attracted to the more audiovisual media of movies and music for leisure. Among all the
cultural institutions, the Taj Mahal remains the most popular with both domestic and foreign tourists. In 2007 it
was chosen as one of the seven wonders of the modern world and attracts from 2-4 million visitors annually,
with more than 200,000 from overseas.

Impact

To preserve and promote the tangible and intangible cultural heritage of India, the government instituted a
National Culture Fund, which uses its funds for the replenishment and rejuvenation of archaeological
monuments, sculptures, performing arts, manuscripts, paintings, crafts, etc. Ongoing projects include
rejuvenation of 100 protected monuments of an archaeological survey of India. As a result of these efforts, the
number of tourists in these monuments has increased and they are provided with better services such as food,
souvenirs and tour guides, which generate additional revenues. To encourage tourism in India, the government
started the 'Incredible India' campaign in 2004, emphasising the cultural heritage of India, as a result of which
the rate of growth of the tourism sector in India has been far above the world average in the last few years.

Attitudes Toward Sports

Cricket is the most popular sport in the country, attracting the largest crowds, both in the stadium and on
television. Hockey is the national sport of India and has been traditionally popular, although incomparable to
cricket. Other sports such as tennis and badminton are increasingly becoming popular due to the success of
Indian sportsmen on the international level. By comparison to Western or European countries, India has a low
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sports culture. Traditionally sports were a male domain in India and women have not been encouraged to play
professional sports. However, the recent international success of Indian sportswomen in tennis, badminton and
shooting has led to a growing participation of women in sports.

Nowadays, many urban children attend coaching camps for cricket, swimming or tennis from a young age.
However, as children grow older and come close to their 12th grade public school examinations, all sports and
other activities tend to take a backseat, as children are expected to focus on their studies. While schools and
colleges encourage sports, once Indians leave college and start working they become sedentary, and adulthood
for the most part involves no active participation in sports. Adults in lower-income groups are busy earning a
livelihood, and their walks or cycle rides to and from work are their only exercise. Through the media,
increasingly adults in urban areas are becoming aware of the dangers of a sedentary lifestyle. Many corporate
offices these days provide access to a gym and other sporting facilities. The recent increase in disposable
income allows adults to spend on club memberships to play sports such as tennis and badminton. There are
private courts or clubs in many neighbourhoods of large cities. Young urban adults are increasingly attracted to
adventure sports, and this has led to growth in the popularity of river rafting, rock climbing and mountaineering
clubs in the country.

Impact

The success of Indian sportsmen in international events has renewed the interest in playing both professional
and amateur sports in the country. As a result, sporting goods stores gained momentum, with value sales
increasing by 30% and outlets by 19% in 2007. Growth was led by the outlet expansion of players such as
Reebok and Adidas, with consumers frequenting such outlets as a result of rising disposable income. Sporting
goods stores saw success, especially in metro cities such as Delhi, Mumbai and Bangalore, as a result of better
purchasing power and brand awareness in these cities compared with smaller ones.

Sports drinks comprise a niche category in India, with consumption largely centred in urban areas. The high
price of sports drinks compared to other forms of energy-boosting, glucose-based drinks such as Glucon-D,
traditionally used in India for rehydration, discouraged consumers from purchasing these products. Generally,
consumer awareness about fortified / functional products is low. Very few consumers are aware of the benefits
of sports drinks. Gatorade from PepsiCo and Stamina from Gujarat Milk Cooperative are the two major players
within sports drinks. While Gatorade has been present on the Indian market since 2004, Stamina was launched
in March 2006. Due to their high prices, sports nutrition products are not expected to develop in the short to
medium term. While the health trend is expected to continue developing in India, consumers engaging in
sporting activities or exercise are more likely to consume cheaper bottled water or fruit juice products. Any
manufacturer wishing to introduce sports nutrition products to India in upcoming years would likely find
celebrity endorsement of such products an effective means of stimulating consumer interest and developing
sales. Cricket stars are likely to be particularly successful.

Travel and Tourism

According to a study by the National Council for Applied Economic Research (NCAER) covering 80,000
households, close to 60% of all domestic trips in India are made for social occasions pertaining to marriage,
death, or festival visits with friends and relations. This is especially true for rural Indians. Domestic tourism in
India is also fuelled by religious tourism, which even the poorer population desires to undertake at least once in
their lifetime. Urban Indians are increasingly travelling purely for leisure and recreation reasons. In 2007, more
than 60% of the total leisure arrivals in India comprised couples and families. Single travellers and backpackers
formed 29% of the total leisure arrivals, whereas organised group tours comprised 9%. The advent of low-cost
airlines also improved domestic travel in India. Increased capacities and competitive ticket prices encouraged a
large number of Indians to travel within India. This also helped business travel, which is booming thanks to the
growing economy. The trend of taking shorter breaks is on the rise in urban India. Many people, especially in
the corporate sector, are taking weekend trips to relax and rejuvenate themselves. To reduce travel time on
shorter breaks, people are increasingly travelling by air over rail.

Foreign holidays have become increasingly common for urban Indians. Increased travel in certain sectors has
led to a fall in ticket prices to such an extent that even middle-income individuals can now afford to fly abroad.
Leisure travellers dominate the outbound category, accounting for almost 70% of departures. With rising
disposable income, more Indians are spending money on foreign vacations. Business departures accounted for
slightly less than 30% of total foreign trips. Indians have emerged as big spenders and are now ranked among
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the highest spenders when on foreign holiday. According to the Switzerland Tourism Board, Indians are the
third-highest spenders, after the Americans and Japanese. According to Malaysia Tourism, the average daily
spend of Indian tourists is higher than that of Americans and Japanese. For Indians, the largest part of their
expenditures while travelling abroad is on shopping, accounting for almost 30% of the total, followed by
accommodation (21.5%). Indians are very fond of shopping and this is evident in these figures. Food (16.5%)
and travel expenditures (16%) constituted the other main spending shares.

The Ministry of Tourism's 'Incredible India' campaign was launched in 2004 in an effort to attract foreign
tourists and non-resident Indians to India. The United States and United Kingdom continue to be the largest
sources for both inbound and outbound tourism. Visitors from these two countries are the highest spenders in
India. Much of the incoming traffic from these countries comprises returning Indians who enjoy spending on
ethnic Indian products. With the globalisation of the economy, inbound business travellers increased at a rate of
more than 21% in 2006. A large part of these business travellers also indulge in some leisure tourism.
Bangladesh continues to account for a large amount of inbound traffic into India though its contribution toward
the economy is negligible, as the majority are people who come to India in search of a job and better life.

Medical tourism is the latest dynamic area of Indian tourism. It is estimated that by 2012, medical tourism in
India could be worth US$2 billion. The government has recognised the potential of this sector and is now
promoting India as a destination for combined quality medical services and a relaxing holiday, all at an
affordable cost. In order to promote medical tourism, the government has also approved a one-year visa system
for foreign patients.

Impact

Domestic trips are expected to grow at a CAGR of 17% over the forecast period of 2006-2011, to reach
approximately 971 million trips in 2011. Even then, by 2011, air travel will still only be a niche 1.4% of total
domestic trips. The strong growth in travel can be attributed to low-cost airlines, which have made air travel
more competitive and affordable for the Indian public. The bulk of travel is still by land, accounting for 78.5%
of domestic trips.

The Commonwealth Games, scheduled to take place in New Delhi in 2010, are expected to drive more traffic
into India. The games will increase spending on hotels, catering and domestic transportation. The incoming
tourist receipts are expected to reach more than Rs950 billion by 2012, growing at a CAGR of approximately
21%. According to the Investment Commission of India, investment opportunities worth US$500 billion should
emerge in India over the next five years. As India continues to rise as an economic power, by 2011 more than
42% of all arrivals into India will be for business purposes.

For inbound tourists, travel by air will continue as the predominant means of travel to India, accounting for 94%
of all incoming traffic by 2011. The emergence of low-cost carriers is going to drive this growth with a
contribution from the government's 'Open Skies' policy. Travel by sea into India is not very popular, although it
is picking up now due to an increase in cruise tourism. By rail, India is connected only with Pakistan and as
relations between both countries improve, a few people are also coming into India by this mode of travel.

Table 120 Consumer Expenditures on Leisure and Recreation: 1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

AV / photographic / 50.8 93.5 96.1 126.8 159.6 170.8
information processing
equipment
Other major recreational 27.9 46.4 47.9 62.9 76.1 80.2
durables
Other recreational items 99.4 103.3 99.5 121.3 151.2 157.5
Recreational and cultural 29.0 32.9 23.4 22.5 23.1 22.8
services
Newspapers, magazines, 3.9 10.9 11.5 14.0 17.5 19.7
books and stationery
Package holidays 4.8 13.5 19.4 25.5 31.2 35.3

TOTAL 215.9 300.5 297.8 373.0 458.7 486.4
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Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 121 Consumer Expenditures on Leisure and Recreation (% analysis and % growth):
1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

AV / photographic / 23.5 31.1 35.1 236.1 82.8
information processing

equipment
Other major 12.9 15.4 16.5 188.0 72.9

recreational durables
Other recreational items 46.1 34.4 32.4 58.4 52.5
Recreational and 13.4 11.0 4.7 -21.3 -30.7

cultural services
Newspapers, magazines, 1.8 3.6 4.1 399.9 80.4

books
and stationery
Package holidays 2.2 4.5 7.3 633.6 161.6

TOTAL 100.0 100.0 100.0 125.3 61.9
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 122 Per Capita Expenditures on Leisure and Recreation: 1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Leisure and recreation 3.63 4.79 4.59 6.44 8.47 10.31
Average of CLIFE 524.29 521.99 545.39 726.97 814.48 921.47

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 123 Per Capita Expenditures on Leisure and Recreation (% growth): 1995-2007/2000-2007

% growth
1995-2007 2000-2007

Leisure and recreation 184.05 115.35
Average of CLIFE countries 75.75 76.53
Source: National statistical offices, OECD, Eurostat, Euromonitor International

EDUCATION

Spending on Education

Educational expenditures consist of school fees, books, school uniforms (in the case of primary or secondary
students) and transport. While government-run schools charge a few hundred rupees per month in fees, private
sector school fees could run into thousands per month. The higher private school fee is justified on the basis of
more services provided, better school infrastructure, international language courses, hobby classes, facilities
which are often missing in government-run schools. Thus while lower- and middle-income families can only
afford to send their children to government schools, higher-income families prefer private schools. With rising
inflation, school fees have increased, especially private school fees. Public sector spending also increased, with
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the government allocating greater funds to education in each budget. Consumer expenditures on education
increased by 133% from Rs258 billion in 1995 to Rs603 billion in 2007. Per capita expenditures increased from
US$4.35 in 1995 to US$12.78 in 2007, yet remained far below the CLIFE average of US$206.10 in 2007.

The level of educational attainment among the Indian population also increased significantly during the review
period and the increase is expected to continue until 2015. The number of people with higher education
qualifications jumped from 4.9 million to nearly 14 million, a remarkable increase of 183.46%, pushing the
literacy rate of the country from 53.3% to 62.6% in 2007. However, this is considerably lower than the 2007
CLIFE average of 92.5%.

In 2006 the Human Resource Development Ministry allowed 100% FDI in higher education to enable private
participation in elementary to higher education. The government also levies an education tax on all taxpayers to
generate funds for centrally sponsored programmes such as Sarva Shiksha Abhiyan (Education for All) and
Integrated Education for Disabled Children. The government has also been spending more on female education,
especially in rural areas where female literacy is the lowest in the country, by providing free education up to the
age of 14 for girls of single-child families. Although school attendance is free the cost of books, uniforms and
transportation to school can be too much for poor families. Poor families are also more likely to keep girls at
home to care for younger siblings or to work in family enterprises. If a family has to choose between educating a
son or a daughter because of financial restrictions, typically the son will be chosen. Through media campaigns,
the government has been trying to overcome this mindset by emphasising the importance of female education.
As result of these efforts, female literacy has increased. According to the last census held in 2001, the
percentage of female literacy in the country was 54.2%, an increase from 8.9% in 1951.

India's changing demographics have led to the fact that people with tertiary education constitute the largest
proportion of the educated population. Tertiary education in India, as in the rest of the world, is the most
expensive of all levels of education and the costs of obtaining a degree at the most reputed institutes – such as
the Indian Institute of Technology (IIT), India Institute of Management (IIM) and India Institute of Science
(IISc) – have increased since 1995.

Impact

Due to the increase in costs of higher education, the education loan portfolio of banks saw growth of 30%-40%
in 2007-2008, and they are expected to witness growth of about 40% in 2008-2009, according to a report by
India Brand Equity Foundation. Bankers attribute the healthy growth in the portfolio to the ever-increasing
demand among the younger generation and the lower number of non-performing assets. Banks have adopted
various schemes to facilitate the growth of the education loan portfolio. Apart from tying up with several
institutes and offering interest rate discounts, they also accord online sanctions and ensure speedy disbursal of
the loan. The State Bank of India, a major player in this field, recorded growth of 35% in educational loans to
Rs10 billion in 2007-2008.

After FDI in higher education was allowed by the government, many foreign players appeared on the scene to
invest in the education sector. D.E. Shaw, a global private equity firm, is expected to invest close to US$200
million in companies offering e-learning, distance learning and vocational training. Pearson Group, one of the
world's largest education firms, is also set to increase its investment in India.

Pre-primary Education

In the 1990s, parents sent their children to simple play-schools, run by non-professional women in the
neighbourhood. Strong consumer demand in the pre-primary education space is fuelled by parents' urge to give
the best preschool education to their child. Indian parents in urban areas now send their toddlers to organised
play-schools to keep children occupied while also enabling them to learn. An increase in the number of working
mothers and higher disposable income has led to parents spending more on preschool education. According to a
report by The Economic Times, the preschool market is projected to touch Rs140 billion by 2012. Urban parents
are spending up to Rs40,000 a year to send their preschoolers, children aged 1-2, to the new age centres, which
incorporate modern technology and sometimes overseas training methodologies.

Impact
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Research firm CLSA Asia-Pacific Markets estimates that the preschool industry in India is likely to grow at
more than 28% per year. The demand for quality preschools is expected to intensify and more organised chains
of play-schools with sizable scale will dot the country's landscape. As competition increases, preschools will
focus on their branding to attract parents. Branded preschool chains such as Eurokids have expanded to 450
play-schools and will add another 200 by next year. Kidzee, another chain, has 418 operational and 120 signed-
up play-schools. Apart from these two national players, there are strong regional chains, such as Kangaroo Kids
in Mumbai, Shamrock in Delhi, Applekids in Tamil Nadu and a number of others, which may add up to about
30-40 chains overall. The fees for Eurokids start at Rs500 per month at the lower end, and continue up to
Rs3,000 per month for its centres in upmarket locations such as south Mumbai.

Primary and Secondary Education

Primary education is a fundamental right in India and the government's flagship elementary education
programme, the Sarva Shiksha Abhiyan (SSA, 'Education for All'), aims to enrol all children aged 6-14 in
school by 2010. It also aims to have all of these children complete eight years of schooling by that year.
According to World Bank statistics, India has more than 194 million children in 1.1 million habitations across
the country, making the SSA one of the largest programmes of its kind in the world. The elementary education
sector in India is progressing in terms of ensuring access and getting children to attend schools, but still there are
many gaps to address. The progress has been more convincing during the last eight years than during the 1980s
or 1990s. To improve enrolment and nutrition at the primary level in state schools, the national midday scheme
was formally initiated in 1995 and provides one free meal to all schools covered by the programme. As a result,
the number and share of children attending school in the 6-13 age group has been on the rise. The increase is
more prominent in the 6-10 age group than among those aged 11-13. But the increases in the number and share
of especially girls and socially and economically marginalised groups have been quite impressive.

Unlike elementary education where the centre and states both play an important role in financing and setting
standards, at the secondary level states decide on their own educational systems and policies within a national
framework. While there is substantial variation across states, India's public spending in the secondary subsector
is about 1.2% of GDP (US$4.1 billion). According to World Bank statistics, the Gross Enrolment Ratio (GER)
of students in secondary education in India increased from 52.1% in 1995 to 65.6% in 2006. However, there are
significant gaps between genders, social groups, and urban and rural areas. Most secondary students are urban
boys from wealthier population groups. Privately aided and unaided schools account for 60% of all secondary
enrolment, and have witnessed demand-driven growth in the past couple of years. Due to rising competition
between students to get admitted to the best institutions later in life, most parents desire to send their children to
private schools since they are viewed as a means of obtaining better education. The growing competition has
also given rise to the trend of after-school tuition. These days children as young as fourth grade onward are sent
for extra coaching.

Impact

Most of the growth in secondary schools has been in the private sector. Nearly half of urban children and one-
fourth of rural children in India go to private schools. According to UNESCO's Global Education Digest 2007,
Indian households pay for more than one-quarter, 28%, of the costs to send their children to primary and
secondary school and the rest is subsidised by the government. These fees pose a very real barrier for the
children of poor families who may struggle to spend on basic items such as food, clothing and housing. For
many middle-income families, sending children to private schools may mean reduced spending on clothing,
travel and leisure

Higher Education

India's youth, comprising over 50% of its population, is often referred to as its demographic dividend. With 367
universities and 18,000 colleges with 11.2 million students on their rolls, and half a million teachers, India could
reap huge returns off its demographic dividend by investing in the education of its youth. These days a college
education is a minimum requirement for any kind of job in the organised sector. The Indian higher education
system enjoys a credible reputation globally due to the success of alumni of many reputed schools on an
international platform. The faculty in elite Indian institutions is highly acclaimed and publishes high-quality
work. Although there are considerable regional language schools for primary and secondary education, the
tertiary education in India is almost completely in English. Due to an increase in the number of people
demanding tertiary education and the limited number of vacancies in high-quality institutions, the admissions
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processes have become highly competitive. To cater to increasing demand, the government proposed to set up
14 world-class universities nationwide in the future. To increase penetration of tertiary education in rural areas,
the government is planning to set up 65 polytechnic colleges in the 65 socially and educationally-backward
districts of the country with an investment of Rs8 billion.

After the government allowed 100% FDI in higher education in all institutions in India, many international
institutes became associated with their Indian counterparts. These associations have helped many Indian
institutes raise their standards to international levels. For example, the Fuqua School of Business at Duke
University has an association with IIM Ahmedabad and IIM Bangalore offers an Master's programme in
collaboration with the City University of Hong Kong, SDA Bocconi School of Management in Italy and
Anderson School of Business, Los Angeles. Many international business schools are increasingly offering their
programmes in India. Harvard Business School plans to start an executive education programme in India.
France-based ESCP-EAP European School of Management plans to hold executive education programmes for
corporates in India.

Booming sectors across the economy are launching specialised training institutes to create a pool of candidates
with sector-specific skills. Reuters India plans to offer certification courses in niche areas. Oil firms have joined
hands with the government to set up petroleum universities. Bharti Enterprises has tied up with the Global Retail
School (GRS) to impart training to jobseekers in this sector.

Impact

A person with tertiary education in India earns 30% (Rs14,000) more than a person with only secondary
education. The income of tertiary-educated Indians is continuously increasing, as multinational firms compete
with each other to source the best talent. More recently people with MBAs, CAs and other business degrees in
India are paid salaries on par with global standards. With the increase in the number of women with tertiary
education, women in 2007 were earning much more than they did in 1995. From 1995-2007, mean disposable
income grew by 210% for men and by 108.45% for women. This increase in disposable income has led to
growth in consumption of goods across all categories. Sectors such as computers, alcoholic beverages and
passenger vehicles have seen tremendous growth due to increased spending by the urban educated youth.

Adult Education

Adult and continuing education in India has yet to become a popular idea since traditionally Indians have
preferred to finish the highest education possible before entering employment. The National Adult Education
Programme is run by the government, targeting mainly rural adults. The programme not only imparts basic
reading, writing and arithmetic skills but also social awareness on issues which affect the individual, community
and society. Many other programmes such as the Rural Functional Literacy Project and Farmers' Functional
Literacy Projects have been run to target specific sections such as farmers.

Indira Gandhi Open University (IGNOU) is mainly responsible for the promotion of open universities and
distance education systems in the country. To encourage the continuation of tertiary education, the school offers
methods and pace of learning, combination of courses, eligibility for enrolment, age of entry and methods of
evaluation. Many other reputed institutes such as IIT Mumbai also offer a continuing education programme
though classroom or distant learning courses. With the increase in penetration of IT and computers throughout
the country, many institutes such as the IIM network are offering online courses for executives who do not have
the time to attend classroom courses.

Impact

Poor infrastructure in the country has proved to be a boon for companies offering e-learning courses and
solutions. Several companies and reputed institutes have been offering web-based learning. According to CLSA
Asia Pacific markets, the e-learning market in India is estimated at US$27 million and is projected to grow to
US$280 million by 2012. IT and computer skills have become almost mandatory in every sector and as a result
premier computer education institutes such as NIIT offer heavily subscribed courses in computer hardware,
software, languages, English and soft skills. NIIT has close to 5 million students in 32 countries and 750 centres.
Many students are people over age 30 who want to gain an edge in their career by adopting the efficiency gained
through IT.
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Table 124 Consumer Expenditures on Education: 1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

TOTAL 258.5 355.9 418.2 472.7 565.9 603.0
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 125 Consumer Expenditures on Education (% growth): 1995-2007/2000-2007

% growth
1995-2007 2000-2007

TOTAL 133.3 69.4
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 126 Per Capita Expenditures on Education: 1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Education 4.35 5.67 6.45 8.16 10.45 12.78
Average of CLIFE 99.68 109.90 117.48 153.31 180.37 206.10

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 127 Per Capita Expenditures on Education (% growth): 1995-2007/2000-2007

% growth
1995-2007 2000-2007

Education 194.04 125.43
Average of CLIFE countries 106.75 87.54
Source: National statistical offices, OECD, Eurostat, Euromonitor International

HOTELS AND CATERING

Spending on Hotels and Catering

Catering accounted for 94.3% of consumer spending while accommodation posted just 5.7% in 2007, amounting
to a trivial change in these relative shares of spending since 1995. Consumer expenditures on hotels and catering
increased by 214.9% from 1995-2007. Per capita expenditures on hotels and catering were US$12.96, a figure
much less than the average of CLIFE countries at US$817.63. However, the per capita expenditures increased
by 297% from 1995-2007, much higher than the average of CLIFE countries at 75.27%. According to a world
hotel industry survey conducted by Hogg Robinson Group in 2007, hotels and catering in India will continue to
exhibit exceptional growth in the future. The survey reports that the financial capital of Mumbai achieved a 37%
average room rate increase in 2007, the highest of any city surveyed. The average room rate in Mumbai was
£160.40 in 2007, ranking the city No. 7 of the top 10 most expensive cities for hotels in the world. Bangalore
was at No. 8 with an average room rate of £159.40. Both Mumbai and Bangalore were higher on the list than
London and Hong Kong. The active IT sector in Bangalore and banking sector in Mumbai, combined with
India's 'Open Skies' policy and an undersupply of hotel rooms in the cities, continue to drive room rates
skyward. According to the report, India suffers from a massive undersupply of hotel rooms (current estimates
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put the shortage at about 100,000 rooms). With just 10,000-15,000 additional rooms being developed each year
it could take 10-15 years for the market to reach saturation.

Impact

Due to ever-increasing spending by consumers on hotels and catering services, the hotel industry posted a
consolidated net profit of Rs1.5 billion on net sales of Rs5 billion in 2007-2008, according to a Reuters' reports.
As inflation rises, increasing averages room rates, consumers look to cut expenditures. However, with an
increase in the number of employed people in the country, work-related travel has increased alongside increased
hotel stays. According to a survey by Capgemini in 2007, the number of millionaires in India rose 22.7% to
123,000 people, the fastest in the world, which has led to increased travel and demand for stays in luxury hotels.
In 2010, when Delhi hosts the Commonwealth Games, the demand for hotels and catering is expected to
skyrocket. Already, more than 50 international budget hotel chains are moving into India to stake their turf.
According to the World Travel and Tourism Council, room rates are likely to rise 25% annually and occupancy
to rise by 80% by 2010 due to the influx of foreign tourists for the Commonwealth Games.

Going Out

Traditionally, Indians tend to spend more time inside the home with their families, especially married couples
with children. Singles, who live away from their families for work, prefer to spend more time outside the home
with friends. As the number of single-person households is on rise, more people are spending time in malls,
theatres, pubs and restaurants. Shopping with family is one of the favourite pastimes in India. According to a
McKinsey Report on 'How Half of the World Shops', nearly 70% of India's shoppers always go to stores with
their families, and 74% – more than twice the average of Brazil, China and Russia – view shopping as the best
way to spend time with family. The preference for family-oriented shopping is consistent across all age groups,
income segments, regions and city sizes. Watching movies is another common pastime across all age and
income groups and regions. The Indian film industry is the largest in the world in terms of ticket sales and
number of films produced annually. Movies continue to be a popular spend among consumers. India accounts
for 73% of movie admissions in the Asia-Pacific region and earnings are currently estimated at US$8.9 billion.
In contrast, theatre has limited popular appeal and is restricted to certain urban clienteles in places such as
Mumbai and Delhi. With an increase in disposable income, the trend of eating out with friends and families is
on the rise and more Indians are spending time in restaurants and pubs.

A sample survey of 1,500 couples by the Associated Chambers of Commerce in 2008 found 65% of working
couples spend an average of Rs10,000 a month on eating out four to five days in a week and watching minimum
four to five movies a month. Museums are not very popular with many in the 15-40 age group in India, as they
tend to be visited mainly by children, older people and foreign tourists. Gambling in India is illegal. Only one
legal casino exists in Goa, and it is highly popular with both foreign and domestic tourists. Other than lotteries,
legal gambling in India is limited to bets on horse racing.

Impact

Increased spending on going out has led to increased spending on transportation, both public and personal. Low-
and middle-income families use public transport to travel with their families while higher-income families use
their personal vehicles. And increase in the population in cities has severely stressed the public transport system
and increasingly families find it uncomfortable to travel on public transport. Thus cars and other motorised
vehicles witnessed an increase in sales during 1995-2007 despite rising fuel prices. According to a report by
FICCI and PWC, as a result of increased consumer spending on movies, the Indian entertainment and media
industry is poised to become Rs1 trillion industry by 2011. The rise in the number of pubs and bars has boosted
sales of alcoholic beverages. The beer market in India is pegged at about 12 million hectolitres and is expected
to double in the next five years or so.

Eating Out

Eating out is preferred by singles and working women who do not have the time or inclination to cook at home.
In many urban families, eating out used to be viewed as an occasional indulgence. With the increase in double-
income families, eating out is fast-becoming a necessity more than luxury. Foreign fast food players arrived in
1995, but even in 2007 they were restricted to metros. Traditionally, Indians prefer home-cooked food and
eating out is viewed as being unhealthy. While McDonald's has 900 outlets in China, it has only 113 outlets in
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India. Similarly, Pizza Hut has 123 outlets in India compared to 250 outlets in China. When compared to other
well-off Asians, Indians eat out far less frequently. In Bangkok, people eat out 44 times a month on average, in
Jakarta, 14-15 times, whereas in Mumbai, the figure is about six times per month. The main reason for this trend
is due to the higher proportion of working women in these other Asian countries. However, due to an increase in
disposable income and the number of women in the workforce, spending on eating out in India has increased.
Compared to about three times a month in 2003, many urban Indians now eat out five to six times per week. To
encourage Indians to eat out, fast food chains operating in India have also begun catering to local tastes as they
do in other countries. Thus, McDonald's has developed the McAloo tiki burgers, the Veg Pizza McPuff and the
roti-wrap for Indian consumers, and KFC has also expanded its vegetarian menu.

Impact

An increase in eating out has helped the growth of organised retail. Most of the upcoming malls have restaurants
on their premises, logistics which often convert fast food footfalls into retail sales. The core customers for fast
food are in the 25-35 age group. The fast food industry is expected to grow at a rate of 25%-30% in the future.
From 113 outlets over the last 10 years, McDonald's is looking to add about 40 outlets in 2008, and a similar
number over the next few years. Pizza Hut plans to set up more than 100 outlets in the next three years, in the
anticipation of increased spending on fast food by the Indian consumer. However, there is an increasingly
awareness about the health effects of eating too much fast food. As a result, many professionals seek healthier
alternatives to pizza and burgers. Thus many low-calorie, organic food restaurants have sprouted up in urban
areas serving tasty food at affordable prices. The Subway chain of restaurants is highly popular among youth
and has witnessed rapid growth in the metro cities.

Spending on Accommodation Services

Spending on accommodation services increased due to an increase in demand and a rise in the price of
accommodation. As a result, the hotel industry in India registered revenue growth of 21.3% over the previous
year during the financial year 2006-2007, primarily driven by foreign tourist arrivals, which increased by 14.2%.
According to hotel and restaurant industry trade statistics, currently there are some 1,980 hotels approved and
classified by the Ministry of Tourism with a total capacity of about 110,000 hotel rooms. The hospitality
industry is poised to grow at a faster rate and reach Rs826.8 billion by 2010. It is estimated that over the next
two years 70,000-80,000 rooms will be added across different categories throughout the country.

Unlike the context in European countries, the concept of a Bed and Breakfast (B&B), commonly known as a
home-stay in India, is still relatively new. Except for certain beachside places in Goa, where tourists frequently
stay with families, the idea was almost unheard of until a couple of years ago. As people are increasingly
opening up to the idea of bed and breakfast, a huge opportunity in providing a common platform for home-stay
owners and guests is still waiting to be tapped. Increasingly tourists are opting for home-stays, which give them
the opportunity to be part of an Indian family. Home-stays enrich and personalise the experience in India, by
providing lodging, authentic home-cooked Indian food and the company of an Indian family to sightseeing
places. With the initiation of the Delhi government's Incredible India Bed and Breakfast Scheme, more
homeowners started opening up to the idea. Conceptualised by the Union Ministry of Tourism, it was
implemented with the shortage of 30,000 rooms for visitors during the 2010 Commonwealth Games in mind.
Under this scheme, those who are interested in starting a home-stay are inspected, given a license to operate, and
it is ensured that they charge domestic rates, not commercial ones. A report by Business Standard puts the
number of home-stays currently operating in India at 1,500 homes, with the highest concentrations in Kerala,
Coorg, Rajasthan, Ladakh and Himachal Pradesh. In recent times, there has been a dramatic increase in inbound
tourist travel, especially from Europe and North America. As per current estimates, India's inbound tourism will
hit the 10 million mark by 2010, which implies a vast growth opportunity for the home-stay industry.

Impact

With lakhs of foreign tourists pouring into the country for holidays, medical treatment and business purposes,
the concept of home-stays is gradually on the rise, especially in places such as Goa, Kerala and Himachal
Pradesh. Besides foreigners, even Indian tourists are opting to stay in home-stays. Many students and IT
professionals travel to places like Coorg and Mysore during the weekend or on special occasions and prefer to
live in home-stays. For as little as Rs700 a night, they get lodging and food facilities. The portal
Bharathomestay.com, launched about a year ago, educates hosts about how to showcase their homes on the
Internet and use them to enhance their business. The website now has about 1,000 visitors and about five to 10
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registrations on a daily basis. The portal also does a background check that includes their executives visiting the
home-stays. Both home-stay owners and guests can register and avail most of their services for free. Currently,
only airport pickups and drops are charged. Revenue is also generated from the various ads on their portal for
flights and travel packages that have home-stay options, real estate companies, e-travel books, etc. For the next
fiscal year, value-added services, such as a 24/7 helpline, home-stay packages and taxi services, for which the
users will have to pay, will also be offered. An increase in the number of home-stays will lead to increased
spending on home furnishings and accessories such as bed sheets, personal hygiene products such as soaps,
towels, shampoo, cleaning solutions for floors, domestic electrical equipment, utensils and furniture. The easy
availability of budget home-stays and low-cost air tickets has made weekend getaways more affordable to
middle-income families who are now spending more leisure time with their families.

Table 128 Consumer Expenditures on Hotels and Catering: 1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Catering 183.4 340.3 367.8 425.6 535.2 576.5
Accommodation 10.7 19.5 22.7 25.1 31.1 34.9

TOTAL 194.1 359.8 390.5 450.6 566.3 611.4
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 129 Consumer Expenditures on Hotels and Catering (% analysis and % growth):
1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Catering 94.5 94.6 94.3 214.3 69.4
Accommodation 5.5 5.4 5.7 226.0 78.9

TOTAL 100.0 100.0 100.0 214.9 69.9
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 130 Per Capita Expenditures on Hotels and Catering: 1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Hotels and catering 3.26 5.73 6.02 7.78 10.46 12.96
Average of CLIFE 466.51 449.70 478.70 636.67 722.61 817.63

countries
Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 131 Per Capita Expenditures on Hotels and Catering (% growth): 1995-2007/2000-2007

% growth
1995-2007 2000-2007

Hotels and catering 297.00 126.10
Average of CLIFE countries 75.27 81.82
Source: National statistical offices, OECD, Eurostat, Euromonitor International

MISCELLANEOUS GOODS AND SERVICES
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Spending on Miscellaneous Goods and Services

This report defines miscellaneous goods as personal hygiene and grooming products such as cosmetics and
toiletries, financial and banking services and pensions. The total consumer expenditures on miscellaneous goods
increased by 164.9% from 1995-2007. This is a direct consequence of the rise in disposable income of the
population and the increasing sophistication of the financial industry, which enables people to better manage
their money. Before liberalisation of the economy, Indians saved their money in fixed accounts and post office
saving schemes. Following the financial reforms of the securities market, Indians today can invest in many
combinations of equity and debt to create wealth for themselves. As a result, consumer expenditures on financial
services have seen the highest growth among all miscellaneous goods of 386.3% from 1995-2007. The
proportion of spending on financial services increased from 6.6% in 1995 to 12.1% in 2007.

A study conducted by Assocham in 2008 revealed that the country lags far behind its peers in social sector
achievements. Social protection, though a minuscule proportion of 0.9% in total spending, witnessed high
growth of 229.5% during the review period. India's public spending on health as a percentage of GDP is second-
lowest among the BRIC countries, and its education spending is lowest. However, in each subsequent budget,
government has been allocating more funds to both health and education and public spending has been
increasing. As a result the Asian Development Bank ranked India 10th among 31 Asia-Pacific countries on its
2008 Social Protection Index (SPI), ahead of countries such as China and Malaysia. This indicates that despite
relatively lower spending on social protection, the Indian welfare policies have been more effective in reaching
people below the poverty line.

Increasing urbanisation and a growth in the number of office workers in India resulted in a strong focus on
grooming. This boosted demand for cosmetics and toiletries. Colour cosmetics saw the strongest growth in
cosmetics and toiletries as a result of women increasingly focusing on their appearance. Due to the increase in
people working in air-conditioned offices, body odour has become a major issue among young adults. As a
result, sales of deodorants and fragrances have increased. Long hair has traditionally been preferred by Indian
women. These days, even men are adopting longer hairstyles. Hair products have proved to be very popular with
both men and women due to the torrential advertising by Hindustan Unilever, Garnier and L'Oréal. Shampoos,
conditioners and styling gels have witnessed mass penetration. As a result, personal care commanded a high
proportion of spending at 26.4% and witnessed a growth rate of 146.7% in 2007.

Jewellery, watches, clocks and silverware constituted the largest proportion of spending – 23.9% in 2007.
Although the influx of luxury foreign brands of watches and jewellery boosted the spending of Indian
consumers, the market remains confined to urban high-income consumers. Luxury brands such as de Grisogono
remain unaffordable to both middle- and low-income families who prefer to go to the local goldsmith for
jewellery. The growth of spending on these items was below average sector growth at 90.1%, as a result of
which the proportion in total spending decreased from its 1995 proportion of 33.4%. Per capita expenditures on
these goods, while showing a growth rate much higher than the average of CLIFE countries, remain low in US
dollar value. In 2007, per capita expenditures on miscellaneous goods and services were US$52.62 while the
average of CLIFE countries was US$1,083.06.

Impact

The growth and increase in efficiency of financial services has been the key driver of Indians' increased ability
to dedicate their discretionary spending to housing, travel and leisure. The most prominent trend in the Indian
financial services sector has been the growth in consumer credit. According to the Reserve Bank of India (RBI),
both debit and credit card transactions went up by more than 42% to Rs704 billion during 2007-2008. This was
due to a larger number of banks issuing cards and retailers accepting card-based transactions. As these financial
services increasingly target the people in their 20s with high disposable income, the consumption of goods in
every category increased. With income levels poised to improve further and the favourable demographic profile
ensuring that an even larger proportion of the population is in the economically active age group by 2015,
consumer finance will continue to grow in upcoming years. For the financial services sector, this means
providing retail customers access to the full array of financial services products, ranging from credit to
insurance. The growth in consumer finance in turn drove the growth of housing, transport, communications and
leisure.
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Over the last three years, the credit card industry in India grew at a CAGR of more than 30%. The department
store category, along with fuel and restaurant spending, accounted for the most frequent swipes. In value terms,
jewellery, electronic goods and telecommunications accounted for the major share. However, when compared to
other developing countries, credit card spend as a proportion of total expenditures by Indians is one of the
lowest in the world. Indians spend just 1% of their total purchases using credit cards while the Koreans make
one-fifth of their total purchases through credit cards. The world average is close to 9%. While Indians swiped
plastic money worth US$6 billion in 2006, credit card users in Korea cumulatively spent US$136 billion. The
very low levels of penetration in India offer immense potential for credit card companies. This can be explained
by the fact that credit card usage is restricted to urban areas as rural merchants do not have the facility or
sophistication to accept card-based transactions. Also, there are fewer credit card companies in India than those
in other parts of the world. With increased card-based spending, many new entrants are expected in this
segment.

Personal Hygiene and Personal Grooming

Cosmetics and toiletries grew by 146.7% during 1995-2007, a rate of growth which was much higher than
essential items such as food and beverages. Rising income levels resulted in lower-income groups being able to
afford more cosmetics and toiletries as well as upgrading from unbranded to branded packaged products.
Meanwhile, mid- and high-income consumers in urban areas began to seek out value-added mass brands and
premium products. Growth was driven both by inflation and volume sales. There was a slow but steady
expansion in rural sales during the review period, with the overall value share of rural sales rising from 28% in
2002 to 30% in 2007.

The influence of Western media through television and movies and rising income levels that enable the middle
class to travel abroad and spend on luxury personal care items have boosted the demand for international
grooming products. Brands such as L'Oréal and Clinique are increasing becoming popular with the growing
number of working women in urban areas. The media has been instrumental in increasing the awareness of the
importance of skincare, and middle-aged women are spending more on age-defying products. India has a
tropical climate with high exposure to sun throughout the year in all parts of the country. Cosmetic firms have
popularised the use of sun screen creams and sales have increased as more women move out of the home for
work.

Indian films have been the biggest driving impact on the trend of cosmetic use among men, as popular movie
stars are increasing adopting the metrosexual look. Masks for hydration as well as anti-ageing and anti-dullness
products have hit the Indian market, targeted specifically at men. Shahrukh Khan, the top Hindi movie star, is
frequently featured in advertisements that endorse skin whitening creams for men. Skin whitening products have
been highly successful (especially among South Indians who have a darker skin tone) due to a traditional bias
toward lighter skin tones. However, increasingly the media has come out against these attitudes as regressive,
which may lead to a fall in urban whitening skin product sales in the future. Cosmetic surgery is not very
popular among Indians. In recent years many Indian female actors openly spoke about undergoing cosmetic
surgeries, which has spread awareness of the concept. However, it will take many years until it becomes
acceptable and affordable for the middle-income families.

Impact

Cosmetics and toiletries are expected to see even stronger growth in the future due to rising income levels and
consumers' greater access to a wide range of such products, ranging from cheap basics in small-package sizes to
affordable value-added mass brands to super-premium global brands. Firms are increasingly tapping into the
rural market using strategies such as smaller packs and special combination offers. There was a slow but steady
expansion in rural sales with the overall value share of rural sales rising from 28% in 2002 to 30% in 2007.
Growth was driven by rising income levels in rural areas, leading to an expanded mid-income group. Players
also began to focus on expanding distribution and marketing in rural areas, further supporting good growth.
Basic cosmetics and toiletries tend to have the strongest sales in rural areas. Bar soap has strong sales in rural
areas, for example, as it is used for a wide range of applications from bathing to laundry to household cleaning.
Consequently, rural areas accounted for close to 40% of total value sales in bath and shower products.

Oral hygiene was another area that saw strong growth in rural sales in 2007, with a gain in value share of 0.5%
over the previous year. This was due to many consumer education campaigns conducted by leading players such
as Colgate-Palmolive, generally focused on schools and health centres. In addition, growth was assisted by the
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widening distribution of these products in rural areas. Urban consumers meanwhile became increasingly
sophisticated and demanding in their purchasing habits. Products connected with grooming saw good growth in
urban areas, with the result that urban areas accounted for a higher share of colour cosmetics and depilatories, in
excess of 90%. The strongest share for urban sales was within sun care, which accounted for 95% of sales in
2007. Due to growing awareness of the harmful effects of chemical cosmetics, herbal cosmetic products are
becoming popular with firms such as Himalayas, Lush and Biotique registering high volume sales.

Shopping for Cosmetics and Toiletries

Retail of cosmetics and toiletries in India remains dominated largely by independent stores, with 12 million
shopkeepers accounting for 97% of overall retail sales in 2007. This is due to the ubiquitousness of these stores
in every street in the country and the strong loyalty felt by consumers toward their local small mom-and-pop
stores. There is considerable scope for the organised retail in the country. However, FDI in retail has been
vociferously opposed by many political parties since they feel that Wal-Mart-like stores will rob the 12 million
small shopkeepers of their livelihood. In the small organised retail sector that exists, there is a dearth of trained
personnel to assist people in shopping for the required products.

There were marked changes in the distribution of cosmetics and toiletries during 1995-2007, but the pattern for
shopping for cosmetics and toiletries was similar to other consumer products in the sense that there was an
increased shift toward organised retail stores. A large number of supermarkets came into existence and gained
value share. These outlets are now opening in smaller towns and cities and attracting consumers by offering a
wide range of products and frequent promotions. On a smaller scale, convenience stores also expanded in the
major cities. Department stores represented another dynamic channel, with a number of upmarket department
stores opening in the metro cities and offering a large cosmetics and toiletries department or branded shops-in-
shops. There was also growth for single-brand retailing, with the government permitting FDI of 51% in this area
from January 2006 onward. This resulted in the opening of many shop-in-shop outlets of global brands and
expansion for branded chains such as The Body Shop.

There was also growth in non-store retailing during the review period. Direct selling proved particularly
successful, almost doubling sales from 2001-2006 to account for Rs21 million in the latter year. Many Indian
women responded enthusiastically to the opportunity to become direct-selling consultants, while an increasingly
affluent female consumer base also supported sector growth. Direct selling led to increased sales for Oriflame
and Avon, which operate only through a network of women who direct sell through their contacts with the
ubiquitous beauty parlours in India, highly popular among Indian women. Online retailing of cosmetics also
became popular with a large number of sites offering high discounts on web purchases. The easy availability of
credit cards spurred the growth in Internet sales.

Impact

The impact of the expansion of modern retail chains was clearly seen in cosmetics and toiletries in terms of
distribution value share. Supermarkets accounted for 14% value share in 2007, up from less than 10% share in
2002. This channel boosted sales for the leading brands, offering a wide range of products and frequently
offering price promotions to drive sales. Department stores also proved dynamic, accounting for 10% in value
share in 2007, up from less than 8% in 2002. This channel boosted sales for premium cosmetics, particularly in
fragrances, colour cosmetics and skin care, along with leading global brands. Department stores are increasingly
positioned as upmarket outlets where shopping is a leisure activity to attract middle- and high-income
consumers. Direct sales boosted growth of Avon and Oriflame, which saw current value sales growth of 21%
and 52%, respectively, in cosmetics and toiletries in 2007 over the previous year and continued to gain share in
many other cosmetics product areas.

Banking, Savings and Financial Services

According to a study by the India Brand Equity Foundation on the Indian financial services industry, the
buoyancy in the Indian economy is estimated to lead to a four-fold increase in India's investable wealth from
US$250 billion in 2007 to US$1 trillion by 2012. In 2007, the Bombay Stock Exchange (BSE) posted its highest
ever absolute gain of 6,500 points in more than two decades, which led to an increase in total investor wealth to
a record high of more than US$1.7 trillion. According to Ernst & Young, India was also the fifth-largest market
in terms of the number of IPOs. Indian companies raised a whopping US$11.5 billion through public issues in
2007, an increase of 83% over 2006. In 2007 the private equity market emerged as the most preferred mode of
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fund mobilisation for corporate India and the country topped the Asian private equity chart for the first time in
terms of aggregate deal value. According to Grant Thornton, a total of US$17.1 billion was mobilised through
386 deals in 2007. Real estate, infrastructure, banking and financial services were the dominant sectors
attracting about 55% of the total private equity investments.

The burgeoning economy, surging foreign investment, financial sector reforms and a favourable demographic
profile led the Indian banking industry to emerge as one of the fastest-growing in the world. The banking
industry's business grew to US$1,175.6 billion in March 2007. With increasing per capita income, insurance
penetration and entry of new players, the Indian insurance industry is estimated to grow to US$50.9 billion by
2010 from around US$12.7 billion in 2007. According to a report by Goldman Sachs, with the insurance,
mutual fund and pension sectors experiencing rapid growth, India's debt market is estimated to grow to about
US$1.5 trillion (about 55% of GDP) by 2016.

In a striking contrast to the wealth being created in urban India, there is another India which has yet to feel the
impact of this progress. Despite India's massive bank network, the rural areas are still dependent for credit upon
local moneylenders and pawnbrokers, who often charge such high interest rates that these people are led into a
cycle of indebtedness. In 2006, a World Bank study of more than 6,000 families in the states of Andhra Pradesh
and Uttar Pradesh, found that 87% of them had no access to credit, 85% had no access to insurance and 56%
borrowed from moneylenders. The study also found that corruption was rampant in rural banks with bribes
amounting to 20% of the loan. Thus, traditionally, credit and debt have been associated with poverty and poor
money management, especially in rural India. Indians have preferred to borrow from family and friends instead
of banks. However, with the growth of the banking industry, the consumer finance sector has become highly
customer-focussed in terms of its attitude and services offered. India has witnessed phenomenal growth in the
credit card sector in urban areas. The country's credit card base, pegged at 27 million in 2007, is growing at an
annual rate of 30%-35%. Initially merchants accepting card payments were a limiting factor for growth. With
the growth of organised retail, card acceptance has led to greater sales volumes and thus reluctance is
diminishing quickly. According to the State Bank of India, the usage of credit cards at retail outlets has nearly
doubled since 2006, from 30%-35% to 50%-60% today. The transaction value of credit cards has also fallen and
card usage has become more casual. According to ICICI Bank, credit cards are typically used for purchases of
more than Rs1,000. But nowadays people have started using them for even Rs500. Due to an increase in the
penetration of IT and computer literacy in India, increasingly banks have started offering services such as online
and mobile banking to encourage people to bank from home free of charge.

According to the Central Statistical Organisation (CSO), Indians are among the largest savers in the world with
a savings rate of 33% of GDP and households accounting for a large chunk of the savings. The average savings
of Indian households have increased from 6.6% in the 1950s to 23.2% in the current decade. According to RBI,
31% of India's population has a bank account. The average size of a deposit account in rural areas is about one-
third the size in urban areas and ranges from about Rs7,000 (in Andhra Pradesh) to about Rs17,000 (in Punjab).
Savings accounts (27% of total system deposits) form a major chunk of all bank accounts. In 2007, the interest
rate on savings accounts was 3.5%. With the current inflation rate rising above 11%, the real interest rate earned
on savings accounts is negative.

While the Indian consumer considers savings important, especially for the education of their children and
retirement support, thanks to the booming economy, Indians are increasingly spending more than they save.
According to a 2008 survey entitled 'Consumer Attitudes towards Savings' conducted by Aviva Life Insurance,
close to 57% of Indians are happy to have short-term debt to allow them to have higher spending power as
compared to 40% of their global counterparts. However, compared to other economies such as some Southern
European countries and Russia, India still continues to be favourably inclined toward savings. The survey also
revealed that 24% of Indians stated that they were more prepared to take financial risks than they were five
years ago, compared to 18% globally. This demonstrates a strong trend toward high-risk/high-return products as
opposed to traditional preferences toward safer financial-style products.

Gold is valued in India as a savings and investment vehicle and is the second preferred investment after bank
deposits. India is one of the world's largest gold buyers. According to Multi Commodity Exchange of India, the
total gold stock of India is 13,000 tonnes which accounts for 9% of total world stock. More than 90% is used for
jewellery. For Indian households, gold is a form of security, as 90% of India's workforce is not covered by any
retirement scheme that enables savings for economic security during old age. Gold jewellery is also used as
collateral when borrowing from moneylenders. Even deities in temples are adorned with heavy gold ornaments
during festivals. It is a common and almost mandatory practice for parents to gift gold jewellery to the bride
during Hindu weddings. According to Hindu beliefs, certain days are considered to be auspicious for buying
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gold, such as the date known as Akshaya Tritiya which usually falls in the month of May. On these days, the
buying and selling of gold is higher than the rest of the year.

Impact

The tremendous growth of the financial sector and its emphasis on customer service has made availing personal
loans, housing loans, car loans and other consumer financing extremely efficient in urban India. As a result the
middle class has become more comfortable with a certain amount of debt than it was in 1997. With great access
to credit, the middle class is increasingly spending on discretionary items such as transport, communications,
clothing and leisure. The growth of micro finance in rural areas has made it easier to obtain credit. However,
unlike as in urban areas, this credit is spent on income-generating activities rather than discretionary items. As
rural incomes rise, one can expect the rural consumption pattern to behave in a manner similar to urban areas in
the future.

The banking industry has been using the impact of the Internet to make financial transactions easier for
consumers. The Internet & Mobile Association of India's (IAMAI's) online banking survey of 2006, estimates
that close to 4.6 million Internet users bank online. The number of Internet and mobile banking users is expected
to grow to more than 16 million by 2007-2008. Although cash transactions still account for more than 90% of
personal consumption expenditures, the share of card payments has been steadily increasing. According to the
RBI Annual Report, card-based transactions have emerged as the preferred option among all retail electronic
modes of payment due to the proliferation and increasing usage of debit cards. As a result, online shopping and
ticketing has become an emerging trend with consumers spending on books, music, flight tickets and holiday
packages from online retailers. It is likely that this will be a precursor to further electronic payments of utility
bills. With online banking picking up, credit card issuers are offering bill payment facilities free of charge to
credit card customers. Currently, not all utilities are covered, but the list is likely to increase.

Pensions

In India, the normal retirement age is typically 58 or 60 according to the employer's discretion, but the trend has
been toward age 60. The population of India is increasing, and as in other countries, ageing. By 2015, the
number of Indians over the age of 60 is expected to be 116 million, more than 9% of the population. According
to a 2008 report by Mercer, about 10% of India's workforce is composed of organised workers covered under
state provident funds or private pension funds. The remaining 90% of workers fall into the unorganised sector,
with only minimal benefits. Like many developing countries, India has no universal social security system, and
the current system provides benefits mainly for the poor. However, because the benefits are meagre, the
majority of India's elderly still depend on their children for financial support. Pensions have so far been the
mainstay of government jobs and very few private sector jobs. The government has a statutory Employee
Provident Fund (EPF) and a Public Provident Fund (PPF), which are pension funds. The EPF must be offered by
all registered companies and this becomes a mandatory savings scheme for employees. The PPF is optional, and
is used by the self-employed as an investment and for tax planning. Normal maturity is usually 15 years and the
rate of interest offered in 2007-2008 was 8.5%.

The monopoly of the Life Insurance Corporation of India over insurance and pensions ended with the setting up
of the first private sector pension fund in October 2003. Under recent pension fund reforms, six private sector
funds have been allowed to launch new schemes for government employees since October 2003. A significant
aspect of these pension funds is that they are allowed to invest outside the country to enable the pensioners to
obtain the best possible returns.

Impact

As the number of pensioners' increases, the health and medical sector will see increased consumer spending.
According to a report by All India Institute of Medical Sciences (AIIMS), the largest and most reputed medical
institute in India, 45% of the population over the age of 60 suffer from chronic diseases, and 5.4% are immobile.
According to a 2008 CII-McKinsey study on 'Health in India', the changing demographics, disease profiles and
rising treatment costs will cause spending on healthcare to reach more than Rs2,000 billion by 2012. To meet
the medical expenses, health insurance is becoming popular among the elderly. Health insurance premiums
exceeded Rs32 billion (US$800 million) in the financial year ending 31 March 2007, an increase of 44% over
the previous year. For most of the private general insurance companies, health is one of the fastest-growing lines
of business. According to a report by leading daily Times of India, due to increased urbanisation and the rise of
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nuclear families, the elderly in India are leading isolated lives. Acute loneliness among many wealthy elderly in
cities is driving some of them toward 'emotional entrapment'. To avoid this, these individuals are increasingly
spending on travel, group events, telephone clubs and other social initiatives.

Table 132 Consumer Expenditures on Miscellaneous Goods and Services:
1995/2000/2002/2004/2006-2007

Rs billions
1995 2000 2002 2004 2006 2007

Personal care 265.5 556.8 568.2 594.1 640.0 654.9
Jewellery / silverware / 312.7 396.0 407.7 492.4 575.4 594.3
watches / clocks / travel
goods
Social protection 7.1 10.9 17.2 20.3 21.9 23.3
Insurance 225.4 313.3 524.4 575.2 617.2 661.9
Financial services 61.9 114.6 209.1 247.1 279.3 301.2
Other goods and services 64.2 121.1 196.2 215.1 232.6 246.5

TOTAL 936.9 1,512.6 1,922.8 2,144.2 2,366.3 2,482.0
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 133 Consumer Expenditures on Miscellaneous Goods and Services (% analysis and %
growth): 1995/2000/2007/1995-2007/2000-2007

% analysis / % growth
1995 2000 2007 1995-2007 2000-2007

Personal care 28.3 36.8 26.4 146.7 17.6
Jewellery / silverware / 33.4 26.2 23.9 90.1 50.1

watches /
clocks / travel goods
Social protection 0.8 0.7 0.9 229.5 113.4
Insurance 24.1 20.7 26.7 193.6 111.2
Financial services 6.6 7.6 12.1 386.3 162.8
Other goods and services 6.9 8.0 9.9 283.7 103.6

TOTAL 100.0 100.0 100.0 164.9 64.1
Source: National statistical offices, OECD, Eurostat, Euromonitor International
Note: Constant value at 2007 prices

Table 134 Per Capita Expenditures on Miscellaneous Goods and Services:
1995/2000/2002/2004/2006-2007

US$ per capita
1995 2000 2002 2004 2006 2007

Miscellaneous goods and 15.76 24.10 29.65 37.00 43.69 52.62
services

Average of CLIFE 621.27 623.49 647.94 851.68 958.99 1,083.06
countries

Source: National statistical offices, OECD, Eurostat, Euromonitor International

Table 135 Per Capita Expenditures on Miscellaneous Goods and Services (% growth): 1995-
2007/2000-2007

% growth
1995-2007 2000-2007
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Miscellaneous goods and services 233.95 118.31
Average of CLIFE countries 74.33 73.71
Source: National statistical offices, OECD, Eurostat, Euromonitor International

DEFINITIONS

CLIFE: Consumer Lifestyles Countries (as listed below)

Euromonitor International's Consumer Lifestyle Series covers the following countries:

Summary 1 Country Coverage

Eastern Europe Belarus – Bulgaria – Croatia – Czech Republic –
Estonia – Hungary – Latvia – Lithuania – Macedonia -
Poland – Romania – Russia – Serbia and Montenegro
– Slovakia -Ukraine – Slovenia

Western Europe Austria – Belgium – Denmark – Finland – France –
Germany – Greece – Ireland – Italy – Netherlands –
Norway – Portugal – Spain – Sweden – Switzerland –
Turkey – United Kingdom

Australasia Australia – New Zealand

Asia Pacific Azerbaijan – China – Hong Kong, China – India –
Indonesia – Japan – Kazakhstan – Malaysia –
Pakistan – Philippines – Singapore – South Korea –
Taiwan – Thailand – Turkmenistán – Uzbekistán –
Vietnam

North America Canada – United States

Latin America Argentina – Bolivia – Brazil – Chile – Colombia –
Costa Rica – Dominican Republic – Ecuador –
Guatemala – Mexico – Peru – Uruguay -Venezuela

Middle East and Africa Algeria – Cameroon – Egypt – Iran – Israel – Kenya –
Kuwait – Morocco – Nigeria – Saudi Arabia – South
Africa – Tunisia – United Arab Emirates

Source: Euromonitor International


